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Farmer  Cooperatives 
in  Our  Community 

AN  OUTLINE  FOR  CLASSES  AND  DISCUSSION  GROUPS 


This  publication  has  been  pre- 
pared especially  for  young 
farmers  and  for  the  young  people 
now  in  school  who  plan  to  some  day 
own  and  operate  a farm.  For  the 
most  part,  it  is  a description  of  the 
way  in  which  farmer  cooperatives 
have  developed  in  a typical  rural 
community  which  we  call  Our  Com- 
munity and  Ourtown.  You  may 
find  conditions  in  your  community 
and  your  town  slightly  different  in 
some  details,  but  for  the  most  part 
the  same  principles  will  apply  as  in 
Our  Community  and  Ourtown. 

As  you  might  imagine,  most  of 
the  people  in  Our  Community  live 
on  the  land.  Ourtown  is  the  center 
of  this  farming  area.  When  you 


drive  along  our  north-south  and 
east -west  highways,  you  see  farms 
and  farm  buildings  on  both  sides. 
Other  farms  are  up  the  country 
roads  that  tourists  almost  never 
find.  For  the  most  part.  Our  Com- 
munity farmers  have  good  land  and 
good  buildings. 

Our  farms,  along  with  the  other 
farms  and  ranches  in  the  United 
States,  produce  most  of  our  food, 
as  well  as  the  wool  and  cotton  from 
which  much  of  our  clothing  is  made. 
They  also  raise  some  mighty  fine 
citizens,  who  learn  early  why  work 
is  necessary  and  how  much  more 
people  can  get  done  when  they  work 
together. 


Young  farmers  shown  here  were  on  a visit  to  a cooperative  to  see  if  they  could  pick  up  any 
ideas  to  apply  to  their  own  better-farming  plans. 
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Ourtown  is  the  trading  hub  of  the 
community.  Along  Main  Street 
are  stores  as  modern  as  many  in 
large  cities.  Above  and  below  the 
railroad  depot  there  are  stores  where 
farmers  buy  fertilizer,  feed,  fencing, 
and  other  supplies.  Here  also  are 
warehouses,  fruit  packing  plants, 
grain  elevators,  and  livestock  yards. 
This  is  the  part  of  town  where  farm 
products  are  delivered  and  assem- 
bled into  truck  shipments  or  car- 
loads for  transfer  to  more  distant 
markets.  It  is  a busy  district  and 
most  of  our  citizens  recognize  its 
importance.  There  would  be  far 
less  money  in  our  banks,  our  stores 
would  not  look  so  modern,  and  there 
would  be  fewer  automobiles  on  the 
street  if  this  section  of  Ourtown 
should  go  out  of  business. 

Some  of  the  plants  and  ware- 
houses in  this  section  are  owned  by 
farmers.  People  in  Ourtown  call 
them  ‘^the  co-ops.”  Most  of  them 
have  been  organized  since  1920. 


Many  people  still  don’t  know  what 
they  are  or  what  they  mean  to 
American  farmers. 

What  are  they?  Why  were  they 
formed?  What  do  they  do? 

The  answers  to  these  questions 
grow  into  an  interesting  story  of  the 
way  in  which  farmers  have  adapted 
to  their  needs  our  American  system 
of  free  enterprise. 

Farmer  cooperatives  are  formed 
to  increase  the  farm  income  of  their 
members.  Many  have  been  suc- 
cessful; others  have  failed.  Often 
farmers  have  built  strong  co-ops  by 
profiting  from  the  mistakes  of 
earlier  attempts.  The  present 
growth  has  been  attained  only  by 
the  careful  planning,  persistence, 
and  hard  work  of  thousands  of  farm 
people. 

Co-ops  are  important  in  Our 
Community  and  throughout  the 
United  States.  All  of  us,  whether 
we  live  on  a farm  or  in  a city,  should 
know  something  about  them. 
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Chapter  I 

Characteristics  of  a Farmer  Cooperative 


Who  Owns  a Farmer  Cooperative? 

Near  the  Ourtown  freight  station 
there  is  a supply  store  and  ware- 
house with  a sign  on  it  which  reads, 
‘‘Our  Community  Cooperative 
Warehouse/*  The  farmers  who  are 
members  of  Our  Community  Co- 
operative Warehouse  own  this  busi- 
ness. They  hire  Bill  Smith  to  run 
it.  He  is  the  manager,  but  Bill 
reports  to  a board  of  seven  directors 
who  were  elected  by  farmer-mem- 
bers of  the  co-op  and  who  are 
themselves  farmers  and  members. 

About  two  blocks  away  from  the 
co-op  is  the  Central  Supply  Co., 
which  is  owned  by  Jim  Jones. 
From  the  outside,  Jim’s  place  of 
business  looks  about  the  same  as 
that  of  the  co-op — perhaps  it  is  not 
quite  so  large.  But  inside  both 
you  will  find  bags  of  feed  and  fer- 
tilizer, seed,  fencing,  and  paint. 
Both  have  gasoline  pumps  in  front 
and  feed  mixing  machinery  in  the 
warehouse. 

The  farmers  who  buy  supplies 
through  the  co-op  own  the  business. 
The  farmers  who  buy  from  the  Cen- 
tral Supply  Co.,  do  not  own  the 
business.  Jim  Jones  owns  it. 

This  is  an  important  difference. 
There  were  two  main  reasons  why 
the  farmers  organized  the  Supply 
Co-op.  First,  they  were  dissatis- 
fied with  the  kind  of  field  seeds  and 
dairy  feed  local  dealers  were  able  to 
obtain;  second,  they  believed  that 
the  difference  (margin)  between  the 
dealers*  prices  and  the  prices  at 
which  supplies  could  be  bought  at 
wholesale  was  too  great.  Either 
the  local  dealers*  costs  of  doing 
business  were  too  high,  or  they  were 
making  too  large  a profit. 

The  farmer-owners  see  to  it  that 
Bill  Smith,  the  manager,  handles  the 


kind  of  supplies  they  want.  Also» 
the  farmer-owners  naturally  are 
interested  in  having  their  co-op  do 
business  at  cost. 

Jim  Jones,  on  the  other  hand, 
naturally  runs  the  Central  Supply 
Co.  to  make  a profit.  Of  course, 
he  tries  to  satisfy  his  customers 
but  in  ordering  supplies  he  has  to 
consider  what  kinds  will  be  most 
profitable. 

Control  of  a Farmer  Cooperative 

Because  the  farmers  own  the 
co-op  they  also  control  it  for  the 
same  reason  that  Jim  Jones  con- 
trols the  Central  Supply  Co. 

The  members  (the  farmer-own- 
ers) elect  seven  fellow  members 
directors  of  the  co-op.  One  of 
these  men  is  selected  as  president. 
This  board  of  directors  hired 
Bill  Smith  as  manager.  He  is 
responsible  for  the  operation  of  the 
business,  but  the  directors  de- 
termine the  plans  and  policies 
under  which  the  business  will  be 
conducted. 

In  the  election  of  directors,  each 
member  of  Our  Community  Co- 
operative Warehouse  has  only  one 
vote.  In  a few  co-ops  a member 
whose  business  is  the  largest  may 
have  the  most  votes,  but  in  Our 
Community  we  stick  to  the  one- 
man  one-vote  principle. 

The  members  control  the  co-op. 
They  have  one  vote  each  and  elect 
directors  just  as  we  elect  county. 
State,  or  Federal  officials. 

Jim  Jones  controls  the  Central 
Supply  Co.,  because  his  money  is 
invested  in  it;  he  owns  it.  He  is 
not  controlled  by  a farmer  board  of 
directors  as  Bill  Smith  is. 

If  the  Central  Supply  Co.  were 
a corporation,  it  would  be  owned  by 
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its  stockholders.  In  a non-cooper- 
ative corporation,  ownership  is  rep- 
resented by  shares  of  stock.  One 
man  may  own  10  shares,  another 
100,  and  so  on.  Each  stockholder 
has  one  vote  for  each  share  of 
common  (voting)  stock  he  owns. 

In  a non-cooperative  corporation, 
voting  rights  are  in  proportion  to 
the  number  of  shares  of  voting 
stock  owned  by  each  stockholder. 
In  a cooperative,  which  is  also  a 
corporation,  voting  rights  are  usu- 
ally based  on  membership  or,  in  a 
few  cases,  are  in  proportion  to  the 
volume  of  business  a member  has 
done  with  the  co-op. 

How  Cooperative  Savings  Are 
Distributed 

Co-ops  are  called  non-profit  or- 
ganizations. A co-op  marketing 
wheat,  cotton,  or  milk,  or  buying 
feed  or  fertilizer  usually  saves 
money  for  its  members.  These 
savings  are  distributed  as  a rule  at 
the  end  of  the  business  year  or  the 
end  of  the  marketing  season.  They 
are  not  a profit  to  the  co-op  because 
they  belong  to  the  members,  and 
every  properly  organized  co-op  is 
obligated  to  account  to  its  members 
for  them. 

The  way  these  savings  are  dis- 


tributed is  the  most  important  dif- 
ference between  a co-op  and  a busi- 
ness run  for  private  profit. 

In  a co-op,  savings  are  distributed 
to  members  in  proportion  to  the 
volume  of  business  each  one  does 
through  the  co-op.  The  Our  Com- 
munity Cooperative  Warehouse 
handled  $100,000  worth  of  supplies 
its  first  year.  Its  savings  for  mem- 
bers, after  all  expenses  were  paid, 
was  $5,000  which  is  5 percent  of 
$100,000.  Therefore,  the  farmer 
who  bought  $1,000  worth  of  sup- 
plies through  the  co-op  saved  $50. 

This  money  belongs  to  him.  It 
may  be  paid  to  him  in  cash,  or  kept 
in  the  business  temporarily  to  pay 
for  buildings  or  machinery.  If  it  is 
not  paid  in  cash,  each  member  gets 
a “book  credit’’  or  certificate  as 
evidence  that  he  is  a part  owner  of 
(has  an  equity  in)  the  land,  build- 
ings, and  other  assets  used  in  the 
cooperative  business. 

The  earnings  of  the  Central  Sup- 
ply Co.  belong  to  Jim  Jones.  He 
may  use  his  money  to  buy  groceries, 
a new  automobile,  or  a house,  or  he 
may  keep  it  in  the  business  to  pay 
off  the  mortgage  on  his  warehouse, 
or  to  buy  a new  feed  grinder. 

In  a noncooperative  corporation, 
earnings  are  paid  to  stockholders  in 


CO-OP  OWNED 


INDIVIDUALLY  OWNED 


BILL  _ HOW  ABOUT 
STOCKING  THE 

'•'best"  brand  ? 


OKAY  BOYS- IF 
that's  what  YOU 
WANT,  you're 
THE  BOSSES / 


JOE  _ HOW  ABOUT 
STOCKING  THE 
"best"  BRAND  ? 


SORRY  BOYS-THERES 
NO  PROFIT  IN  THAT 
BRAND.  WHAT  I HAVE 
— 7 IS  JUST  AS  GOOD 
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young  farmer  symposium 


Cooperation  played  an  important  part  in  this  symposium  of  Utah  and  California  young  farmers 
at  the  National  Convention  of  American  Vocational  Association,  Los  Angeles. 


proportion  to  the  number  of  shares 
each  one  owns  even  though  they 
may  do  no  business  with  the  cor- 
poration. The  man  who  owns  100 
shares  of  stock  gets  10  times  as 
much  as  the  man  who  owns  10 
shares. 

In  a cooperative  corporation, 
savings  are  paid  or  credited  to  mem- 
bers in  proportion  to  their  patron- 
age. In  a private-profit  business, 
earnings  usually  are  distributed  to 
stockholders  (or  partners)  in  pro- 
portion to  the  number  of  dollars 
each  one  has  invested  in  the 
business. 

A farmer  cooperative  is  a busi- 
ness organization  owned  and  con- 
trolled by  farmers  and  operated  for 
their  mutual  benefit  as  producers. 
Farmers  join  cooperatives  to  reduce 
the  cost  of  supplies  and  to  get 
more  money  for  what  they  sell  and 
thereby  increase  the  incomes  from 
their  individual  farms. 
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Project  1 

There  are  several  businesses  in 
Ourtown,  including  cooperatives 
which  market  crops  and  livestock 
and  handle  supplies. 

1.  How  many  are  owned  by  one 
man,  how  many  are  partnerships, 
how  many  non-cooperative  corpora- 
tions, how  many  are  cooperatives? 

2.  What  products  or  supplies 
does  each  one  handle? 

3.  What  services,  such  as  grad- 
ing vegetables,  making  butter,  or 
ginning  cotton,  does  each  one  give? 

4.  Where  do  they  ship  the  prod- 
ucts they  sell?  Where  do  they  get 
their  supplies? 

Project  2 

How  many  of  the  farmers  you 
know  are  members  of  cooperatives? 
Why  are  they  members?  How 
many  farmers  you  know  are  not 
members?  Have  they  ever  been 
members?  Why  are  they  not  mem- 
bers now? 
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Chapter  II 


Managing  Farmer  Cooperatives 


A business  does  not  run  itself. 
Somebody  has  to  make  plans  and 
somebody  has  to  carry  them  out. 

On  a farm  the  farmer  plans  his 
business — what  crops  he  will  plant, 
which  fields  he  will  use  for  wheat  or 
potatoes  and  which  will  be  fallow 
or  in  pasture.  Likewise,  Jim  Jones 
plans  the  business  of  the  Central 
Supply  Co.  He  decides  how  much 
and  what  brands  of  feed  and  fer- 
tilizer he  will  order,  what  prices  he 
will  charge  his  customers,  and 
whether  he  will  sell  for  cash  or  on 
credit. 

Like  the  average  farmer,  Jim 
Jones  makes  plans  for  his  business 
and  also  sees  that  they  are  carried 
out.  In  his  business,  he  is  the 
policy-maker  (the  planner)  and  also 
the  manager. 

In  a corporation,  the  board  of 
directors  are  the  policy-makers;  the 
manager  puts  into  effect  the  policies 
agreed  upon  by  the  board. 

There  is  this  important  difference 
between  a co-op  and  a non-coopera- 
tive corporation.  The  members  of 
a co-op  are  the  owners  of  the  busi- 
ness and  also  the  people  for  whom 
the  co-op  buys  and  sells.  Their 
interest  as  patrons  is  generally 
greater  than  their  interest  as  own- 
ers. For  example,  a member’s  sales 
of  milk  and  cream  through  Our 
Community  Creamery  Association 
may  be  more  than  $200  a month. 
The  amount  he  has  invested  in  the 
co-op  may  be  less  than  $200. 

At  any  rate,  he  has  a double  in- 
terest in  his  co-op.  A stockholder 
in  a non-cooperative  corporation 
has  one  interest,  that  of  an  investor. 

As  a result,  members  of  farmer 
cooperatives  are  more  concerned 
about  policies  and  management 


than  are  stockholders  of  the  usual 
non-cooperative  corporation.  Their 
main  concern  is  that  the  co-op  shall 
perform  efficiently  and  economically 
the  services  for  which  it  was  organ- 
ized. 

Duties  oF  Members , 

Our  Community  Creamery  Asso- 
ciation may  be  used  as  an  example 
of  a co-op  whose  members  under- 
stand that  they  are  fundamentally 
responsible  for  its  management. 

When  the  co-op  was  first  organ- 
ized, the  members  adopted  its  by- 
laws. The  by-laws  set  forth  their 
right  to  elect  directors  and  to  re- 
move a director  from  office  if  he 
neglected  his  duties. 

The  members  also  specified  in  the 
by-laws  that  one-third  of  the  board 
should  be  elected  each  year  for  a 
term  of  3 years,  and  that  no  director 
could  serve  more  than  2 consecutive 
terms. 

They  reserved  the  right  to  make 
any  changes  in  the  by-laws  that 
might  be  needed  in  the  future. 

They  required  the  directors  to 
place  employees  handling  money 
under  bond,  and  also  to  have  an 
audit  of  the  books  of  the  co-op 
made  once  a year  by  an  accountant 
who  was  not  a member  or  regular 
employee. 

The  members  also  provided  in 
the  by-laws  that  each  member 
would  have  one  vote  and  only  one 
regardless  of  his  investment  in  the 
association  or  the  quantity  of  milk 
or  cream  he  sold  through  it.  They 
also  decided  that  proxy  voting 
would  not  be  permitted.  That  is, 
a member  could  not  authorize 
another  member  to  cast  his  vote, 
but  would  have  to  be  present  in 
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person  in  order  to  vote  in  meetings 
where  directors  were  to  be  elected 
or  other  questions  requiring  a vote 
were  to  be  considered. 

Members  elect  a board  of  direc- 
tors to  represent  them  in  planning 
and  supervising  the  business  of  their 
co-op.  The  selection  of  good  direc- 
tors is  the  most  important  duty  of 
the  members. 

Our  Community  Creamery  As- 
sociation has  good  directors  because 
members  realized  that  they  were 
choosing  men  to  run  their  business. 
“Select  men  you  would  be  satisfied 
to  have  run  your  own  farm/’  was 
the  advice  given  at  the  first  meet- 
ing, and  that  rule  has  been  followed 
ever  since. 

A director  should  be  a good 
businessman,  a conscientious,  faith- 
ful worker,  and  a man  who  practices 
cooperation  and  democracy.  Mem- 
bers of  the  Our  Community  Cream- 
ery Association  do  not  vote  for  a 
man  as  director  because  he  is  a 
friend  or  relative,  or  is  specially 
well  liked.  They  vote  for  a man 
they  believe  knows  how  to  run  a 
business  and  make  it  succeed. 

The  members  at  the  first  meeting 
also  authorized  the  board  of  direc- 
tors to  build  and  equip  a modern 
creamery.  Each  member  agreed 
to  invest  in  the  capital  of  the  co-op 
an  amount  equal  to  $10  for  each 
milk  cow  owned  by  him. 

Duties  oF  Directors 

The  directors  exercise  the  cor- 
porate powers  of  the  co-op.  They 
have  this  authority,  not  as  indi- 
viduals, but  only  when  they  meet 
as  a board  of  directors  in  a meeting 
called  in  accordance  with  the  pro- 
visions of  the  by-laws.  They  have 
a moral  and  legal  responsibility  to 
use  these  powers  to  serve  the  best 
interests  of  the  members  whom 
they  represent. 

In  general  their  duties  are  (1)  to 
select  a manager;  (2)  to  agree  on 
the  policies  of  the  co-op;  (3)  to 
check  to  see  that  these  policies  are 


followed;  and  (4)  to  determine  the 
results  obtained  from  policies 
adopted  and  make  changes  which 
may  be  necessary. 

The  board  of  directors  of  Our 
Community  Creamery  Association 
adopted  five  special  rules: 

1.  No  director  would  be  hired  as 
manager.  A director  should  have 
no  interest  in  his  co-op  other  than 
that  of  a member. 

2.  The  manager  would  have  full 
responsibility  for  running  the  busi- 
ness in  accordance  with  the  policies 
laid  down  by  the  board. 

3.  The  manager  would  hire,  pro- 
mote, and  discharge  all  employees, 
and  no  close  relatives  of  the  direc- 
tors or  the  manager  would  be 
employed. 

4.  The  manager  would  be  asked 
to  report  in  detail  on  the  progress  of 
the  business  at  each  meeting  of  the 
board.  His  advice  would  be  asked 
about  changes  in  policy  or  new 
policies,  but  responsibility  for 
changes  would  rest  with  the  board. 

5.  Complete  information  about 
the  business  and  progress  of  the 
co-op  would  be  reported  to  members 
at  least  every  3 months. 

The  board  then  had  to  decide 
what  general  policies  the  new  co-op 
should  follow.  They  agreed  that 
the  co-op  should  become  a member 
of  a central  marketing  association. 
They  also  agreed  they  would  under- 
take to  improve  the  quality  of 
butter  manufactured  and  cream  de- 
livered by  members  so  that  a high 
percentage  of  the  output  would 
meet  the  requirements  of  the  cen- 
tral’s first-grade  brand. 

Building  the  plant  and  purchas- 
ing equipment  required  many  meet- 
ings of  directors.  A committee 
of  three  was  appointed  to  visit 
modern  creameries  and  study  the 
type  of  construction,  equipment, 
and  operating  methods.  The  presi- 
dent and  secretary  were  authorized 
to  obtain  a loan  for  additional 
money  needed  to  build  the  plant 
and  provide  working  capital. 
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At  the  same  time  the  directors 
undertook  to  find  a manager  for  the 
business.  Their  requirements  were 
high. 

First,  they  wanted  a man  with 
first-class  training  and  experience 
in  the  operation  of  a creamery. 
They  wanted  a good  businessman 
familiar  with  cooperative  practices 
and  with  an  understanding  of  the 
problems  of  dairy  farmers.  An 
essential  requirement  was  that  the 
manager  should  be  a man  who  would 
be  a leader  and  maintain  the  con- 
fidence of  the  members. 

The  man  finally  selected  as  man- 
ager met  these  requirements  to  a 
greater  degree  than  any  of  the 
others  considered.  He  was  a young 
man  who  was  assistant  manager  of  a 
large  central  plant,  and  was  ex- 
perienced in  business,  as  well  as  in 
the  technical  details  of  running  a 
butter-making  plant.  Though  his 
salary  would  be  more  than  that  of 
other  applicants,  the  board  believed 
that  in  the  long  run  it  would  be 
economical  to  hire  him. 

Duties  of  the  Manager 

The  manager  came  to  work  about 
the  time  the  plant  was  completed, 
and  took  over  supervision  of  the 


installation  of  equipment.  He  hired 
a bookkeeper  and  had  the  records 
of  the  co-op  brought  up  to  date. 
He  made  plans  for  the  collection  of 
milk  and  cream  and  submitted  them 
to  the  directors  for  approval.  Be- 
fore the  plant  was  ready  to  operate, 
he  hired  a butter-maker  and  other 
plant  employees. 

The  manager  had  an  understand- 
ing with  the  board  of  directors  that 
he  would  not,  without  board  ap- 
proval, make  changes  in  general 
plans  or  changes  in  the  plant  cost- 
ing more  than  $200.  It  was  agreed 
also  that  board  members  would  not 
interfere  with  the  manager.  They 
would  not  give  orders  to  employees 
or  direct  that  changes  be  made  in 
the  plant  or  office.  In  this  field 
the  manager  was  to  be  boss. 

Good  management  requires  that 
the  manager  shall  be  fully  respon- 
sible for  running  the  business.  The 
ideas  of  the  board  of  directors  may 
be  presented  to  him  as  suggestions 
which  he  can  accept  or  reject. 
Likewise,  the  manager  may  and 
should  advise  the  board  regarding 
general  plans  or  policies  he  believes 
would  benefit  the  co-op  and  its 
members.  After  considering  the 
suggestions  of  the  manager  in  a 
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formal  meeting,  the  board  of  direc- 
tors may  accept  or  reject  them  as 
seems  best  in  their  judgment. 

Although  the  board  of  directors 
of  Our  Community  Creamery  Asso- 
ciation had  full  authority  for  all 
the  actions  they  had  taken  up  to 
the  time  the  co-op  was  ready  to 
operate,  they  considered  it  advisable 
to  call  the  members  together  at  that 
time.  This  meeting  was  advertised 
as  an  opportunity  for  members, 
their  families,  and  friends  to  visit 
the  new  plant.  The  president  and 
manager  reported  in  detail  what  had 
been  done  and  the  plans  made  for 
operating  the  plant.  Thus  all  mem- 
bers had  a chance  to  ask  questions 
and  to  offer  any  suggestions  they 
thought  would  improve  the  services 
of  the  co-op. 

Members  benefit  from  good  man- 
agement and  suffer  losses  if  the 
management  is  poor.  They  should 
be  given  full  information  and  have 
an  opportunity  to  review  the  actions 
of  their  directors.  The  interest  of 
the  members  and  the  complete 
reports  given  them  by  the  directors 
and  manager  have  made  Our  Com- 
munity Creamery  Association  a 
strong,  progressive  co-op. 
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Project 

Management  of  Our  Community 
Co-ops. 

1.  How  many  directors  has  each 
co-op  and  what  is  the  term  for 
which  they  are  elected? 

2.  What  do  directors  consider 
their  duties  and  what  do  they  con- 
sider the  duties  of  the  manager? 

3.  What  do  the  managers  consider 
their  duties  and  what  do  they  regard 
as  the  duties  of  the  directors? 

4.  How  do  directors  and  managers 
keep  members  informed  about  the 
co-op  and  its  business? 
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Chapter  III 

Why  Farmers  Organize  and  Support  Co-ops 


In  1954,  there  were  more  than 
10,000  farmers’  marketing  and  pur- 
chasing cooperatives  in  the  United 
States.  Their  total  business  ex- 
ceeded $9  billion.  This  co-op  busi- 
ness has  grown  up  in  the  last  100 
years,  much  of  it  since  1920. 

All  over  the  United  States  farm- 
ers organize  and  support  co-ops. 
Why  do  they  do  it? 

Why  Was  the  Creamery  Co-op  Organ- 
ized? 

Near  Ourtown,  out  near  the  town 
limits,  there  is  a plant  owned  by 
dairy  farmers.  It  makes  butter  and 
ice  cream  and  is  called  Our  Com- 
munity Creamery  Association.  If 
we  can  find  out  why  the  dairy  farm- 
ers formed  this  co-op  creamery,  it 
should  give  us  some  idea  why  co-ops 
have  become  such  an  important 
factor  in  American  agriculture. 

John  Betterton  is  president  of  the 
Co-op  Creamery.  He  is  one  of  the 
best  farmers  in  the  county  and  an 
old-time  cooperator.  John  says 
that  when  a farmer  drives  out  of  his 
front  gate  with  a few  cans  of  milk 
he  is  one  man  bargaining  with  pro- 
fessional traders  and  marketing 
agencies  who  have  experience,  in- 
formation, and  money  the  farmer 
cannot  have.  “It’s  like  a boy 
going  hunting  with  a pea  shooter” 
is  the  way  John  puts  it. 

Our  dairy  farmers  formed  Our 
Community  Creamery  Association 
for  three  reasons  according  to  its 
president: 

1.  The  price  they  got  for  milk  and 
cream  was  unsatisfactory. 

2.  Many  farmers  questioned  the 
old  creamery’s  tests  for  butter  fat, 
claiming  they  were  always  several 
points  too  low. 


3.  The  old  creamery  would  be 
accused  of  discrimination  if  the 
farmer  who  delivered  sweet  cream 
to  the  creamery  three  times  a week 
was  paid  more  than  the  man  who 
brought  in  sour  cream  every  10 
days.  As  a result,  the  butter  made 
was  poor  and  it  sold  near  the  bottom 
of  the  market.  The  farmers  be- 
lieved that  improvement  in  the 
quality  of  the  butter  would  give 
them  more  money  for  their  milk  and 
cream. 

They  had  to  organize  the  co-op 
creamery  to  get  these  things  done. 

In  What  Market  Does  the  Farmer  Sell? 

Let  us  take  wheat  as  an  example. 
Farmers  sell  wheat  to  local  dealers, 
usually  to  local  elevators.  It  is 
shipped  to  other  dealers  located 
in  larger  cities,  in  the  so-called 
terminal  markets.  There  wheat 
is  assembled,  stored,  graded,  and 
shipped  to  millers.  The  flour  in 
turn  is  sold  and  shipped  to  whole- 
sale grocers  and  bakers  and  appears 
as  flour  and  bread  in  retail  grocery 
stores.  Many  items  of  cost — 
freight,  handling,  storage,  and 
manufacturing  charges  and  com- 
missions— are  added  from  the  time 
wheat  leaves  the  farmers’  hands 
until  it  reaches  the  person  (the 
consumer)  who  finally  uses  the 
bread  and  flour  made  from  that 
wheat. 

The  farmer  sells  in  the  produ- 
cer's market.  The  wheat  is 
assembled  and  resold  in  the  termi- 
nal (wholesale)  market.  Then 
it  is  bought  by  the  people  who  eat 
it  in  retail  stores,  that  is,  in  the 
retail  market. 

Because  of  the  added  costs,  the 
price  of  farm  products  is  always 
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lowest  in  the  country  market  and 
highest  in  the  retail  market. 

Many  local  grain  co-ops  (farmers* 
elevators)  have  become  members  of 
regional  grain  cooperatives  which 
perform  the  service  of  assembling, 
storing,  grading,  and  selling  grain 
at  the  terminal  markets. 

Thus  farmers  who  are  members 
of  these  co-ops  carry  their  products 
farther  along  the  road  to  the  con- 
sumer. 

There  are  two  main  advantages 
in  doing  this:  (1)  since  more  of  the 
job  of  marketing  is  done  at  cost, 
what  the  farmer  is  paid  for  his 
wheat  is  increased  proportionately; 
and  (2)  millers  and  other  users  of 
wheat  are  usually  willing  to  pay 
more  (a  premium)  for  wheat  of 
superior  quality.  In  a cooperative 
system,  the  extra  amount  per  bushel 
paid  for  wheat  of  superior  quality 
goes  back  to  the  farmers  who  pro- 
duced that  wheat. 

For  similar  reasons,  producers  of 
milk,  fruits  and  vegetables  and 
other  farm  products  also  have 
formed  and  supported  cooperatives. 

In  What  Market  Does  the  Farmer  Buy 
Supplies? 

The  ingredients  of  fertilizer  come 
from  many  parts  of  the  United 
States  and  from  foreign  countries. 
They  are  assembled  and  processed 
in  large  manufacturing  plants,  sold 
and  shipped  to  wholesale  dealers  or 
to  mixing  plants,  and  resold  and 
reshipped  to  local  dealers  such  as 
the  Central  Supply  Company  or 
the  Our  Community  Cooperative 
Warehouse. 

In  Florida,  there  is  a phosphate 
mine  which  supplies  many  manufac- 


Young farmers  just  starting  out  on  the  long 
road  to  farming  success  can  find  local  co- 
operatives a big  help  in  balancing  the  farm 
books  by  increasing  the  price  they  get  for 
what  they  sell  and  decreasing  the  costs  of 
what  they  have  to  buy. 

turers  of  commercial  fertilizer.  If 
we  call  this  phosphate  mine  the 
producers’  market,  the  manufac- 
turing and  mixing  plants  are  the 
wholesale  market.  It  follows 
that  the  local  dealer  from,  whom  the 
farmer  buys  fertilizer  is  a retailer. 
The  farmer  buys  his  supplies  in  the 
retail  market. 


11 


Buying  in  the  retail  market,  he, 
of  course,  has  to  pay  the  freight,  the 
costs  of  manufacturing  and  dis- 
tributing fertilizer,  and  all  the  other 
charges  that  accumulate  from  the 
time  fertilizer  leaves  the  mine  as  a 
raw  product  until  it  reaches  the 
local  supply  store. 

The  farmer  sells  in  the  low-price 
market,  he  buys  in  the  high-price 
market. 

Supply  co-ops  are  trying  to  get 
closer  to  the  source  of  supplies.  In 
order  to  do  this,  wholesale  farm 
supply  and  manufacturing  co-ops 
have  been  formed.  They  operate 
fertilizer  plants,  feed  mills,  petro- 
leum blending  plants,  and  many 
other  wholesaling  and  manufactur- 
ing activities. 

They  do  this  (1)  in  order  to  per- 
form at  cost  more  of  the  job  of 
obtaining  supplies,  and  (2)  to  be 
able  to  control  and  standardize  the 
quality  of  the  supplies  they  secure 
for  their  members. 

Other  Reasons  for  Forming  a Co-op 

There  are  other  reasons  why 
farmers  have  organized  and  con- 
tinue to  support  cooperatives. 
Many  of  these  are  local  reasons,  and 
they  can  be  discovered  by  talking 
to  members  of  the  co-ops  located  in 
Ourtown,  particularly  the  older 
members  who  took  an  active  part  in 
the  organization  of  some  of  these 
co-ops. 
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Project  1 

Reasons  for  organizing  our  com- 
munity co-ops: 

1.  Ask  farmers  who  took  part  in 
the  organization  of  one  or  more  co- 
ops why  they  did  so;  what  they 
expected  to  accomplish. 

2.  Get  the  opinions  of  present 
members,  directors,  and  managers. 

3.  Compile  any  information  that 
is  available  about  local  farm  prices, 
costs  of  marketing  as  a percentage 
of  prices  paid  farmers,  cost  and 
quality  of  farm  supplies,  and  mar- 
gins of  local  dealers  before  and 
after  the  co-ops  were  formed. 

Project  2 

Determine  the  extent  to  which 
co-ops  in  Our  Community  have 
justified  the  reasons  given  for  their 
organization  and  the  extent  to 
which  they  have  failed  to  accom- 
plish what  their  founders  expected. 

1.  Get  the  opinions  of  members, 
directors,  and  managers  as  to  re- 
sults obtained  and  compare  these 
with  the  reasons  given  for  organiza- 
tion. 

2.  Compile  from  the  records  and 
reports  of  the  co-ops  (a)  savings 
obtained  for  members  each  year, 

(b)  amounts  paid  to  members  as 
patronage  refunds,  and  (c)  mem- 
bers’ equities  in  the  cooperatives. 

3.  To  what  extent  is  the  supply 
co-op  responsible  for  improvements 
in  the  quality  of  supplies  bought  by 
farmers? 

4.  Have  production  and  net  re- 
turns to  farmers  for  the  principal 
products  handled  by  co-ops  in  Our 
Community  increased  or  decreased 
in  the  }ast  10  years? 

5.  Classify  the  main  reasons  for 
failure  to  provide  services  expected, 
such  as: 

(a)  Lack  of  support  by  mem- 
bers, 

(b)  Small  volume  of  busi- 
ness, 

(c)  Poor  management, 

(d)  Lack  of  adequate 
finances, 
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(e)  Changes  in  farming  prac- 
tices, 

(f)  Others. 

6.  What  should  be  done  to  meet 
the  expectations  of  the  founders? 

Project  3 

Services  co-ops  in  Our  Commu- 
nity have  performed  or  results  ob- 
tained that  their  founders  did  not 
anticipate. 

1.  List  the  services  performed  by 


the  co-ops  the  first  two  years  they 
operated. 

2.  List  the  services  added  since 
that  time. 

3.  To  what  extent  have  the  added 
services  been  of  value  to  members? 
To  the  community? 

4.  Have  the  co-ops  added  serv- 
ices, or  obtained  advantages  for 
their  members  by  joining  or  affiliat- 
ing with  district-wide  or  national 
cooperatives?  If  so,  describe  the 
affiliation  and  its  advantages. 
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Chapter  IV 

How  Co-ops  Start 


Nearly  all  cooperatives  were  or- 
ganized by  farmers  who  believed 
that  improvements  could  be  made 
in  the  method  of  marketing  their 
products  or  obtaining  farm  sup- 
plies. Often  they  first  tried  to 
persuade  existing  non-cooperative 
agencies  to  make  the  improvements 
the  farmers  considered  necessary. 

The  story  of  the  Our  Community 
Canning  Cooperative  illustrates 
what  a group  of  farmers  have  to  do 
when  they  set  up  a cooperative 
business. 

South  of  Ourtown  is  a farming 
district  well  adapted  to  vegetable 
growing.  Fruit  is  also  grown,  but 
this  is  not  a specialized  fruit 
district. 

The  market  for  these  farmers  was 
first  mainly  local  stores.  Then  a 
packing  shed  was  built  by  a man 
in  the  wholesale  grocery  business. 
A few  years  later  a small  canning 
plant  was  added. 

The  farmers  were  not  satisfied 
with  prices  paid,  either  for  vege- 
tables shipped  fresh  or  those  canned. 
The  dealer  also  was  dissatisfied. 
He  complained  that  he  never  knew 
in  advance  what  quality  of  vege- 
tables would  be  offered  him.  At 
times  he  would  have  more  than 
he  could  handle.  At  other  times 
the  farmers  would  sell  to  itinerant 
trucker-buyers,  and  the  dealer’s 
plant  and  workers  would  be  idle. 

After  3 or  4 years  of  this  mu- 
tually unsatisfactory  experience,  the 
dealer  offered  to  sell  his  business  to 
the  farmers.  The  offer  was  dis- 
cussed in  the  community  for  several 
weeks  until  the  dealer  announced 
that  he  would  not  operate  the  can- 
ning plant  the  following  season. 
Then  several  farmers  asked  the 


county  agent  to  call  a meeting  of 
the  group  at  his  office.  They  met 
one  Saturday  afternoon  and  ap- 
pointed a committee  of  five  to 
study  the  possibilities  of  forming  a 
cooperative  and  buying  the  dealer’s 
business. 

Preliminary  Study 

Neil  Jordan,  later  president  of 
the  canning  co-op,  was  chairman 
of  this  committee.  He  believed 
the  committee  should  plan  its  study, 
so  he  wrote  down  several  questions 
which  the  committee  should  be 
able  to  answer  at  the  next  meeting 
of  the  group.  These  questions 
were: 

1.  Why  do  we  need  a coopera- 
tive? 

2.  How  many  farmers  will  join 
and  what  is  the  size  of  their 
crops? 

3.  Where  and  how  will  the  co-op 
sell  our  products? 

4.  What  buildings  and  machinery 
will  we  need? 

5.  Should  we  buy  the  canning 
plant  offered  us  and  is  the  price 
reasonable? 

6.  How  much  money  will  we 
need  for  buildings  and  equipment? 
How  much  can  we  raise  ourselves? 
Where  and  how  can  we  borrow  the 
balance? 

7.  How  much  money  will  we 
need  for  working  capital;  that  is, 
to  pay  wages,  buy  cans,  crates,  and 
other  supplies?  Where  and  how 
can  we  get  it? 

8.  What  will  it  cost  us  to  run  the 
co-op?  How  much  a bushel  will  we 
have  to  pay  for  canning  and  selling 
canned  vegetables? 

In  this  case  the  committee  was 
able  to  show  that  there  was  a need 
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for  the  co-op.  Fifty  farmers  agreed 
to  become  members  and  to  plant 
sufficient  acreage  to  keep  the  can- 
ning plant  in  operation  during  the 
entire  season. 

The  group  also  agreed  to  pay 
into  the  co-op  about  40  percent  of 
the  cost  of  the  plant  and  preliminary 
arrangements  were  made  to  borrow 
the  balance  required.  Since  the  re-‘ 
port  of  the  committee  showed  that 
the  cost  of  operating  the  co-op 
would  probably  be  less  a bushel 
than  they  had  paid  previously,  the 
group  voted  to  organize  the  co-op. 
Members  of  the  committee  which 
made  the  study  were  selected  to  act 
as  incorporators. 

What  Is  a Corporation? 

All  States  have  laws  providing 
for  the  formation  of  corporations. 
A corporation  has  been  defined  as 
‘‘an  artificial  person  created  by 
law.’*  It  is  distinct  from  its  stock- 
holders or  directors.  These  may 
change  completely  and  the  corpora- 
tion continue  to  exist. 

A corporation  acts  through  its 
agents  or  officers  who  have  been 
authorized  to  act  by  its  board  of 
directors.  It  can  buy  and  sell  prop- 
erty, enter  into  contracts,  incur 
debts,  and  in  fact  can  carry  on  busi- 
ness just  as  an  individual  farmer  or 
merchant  might  do. 

A non-cooperative  corporation  is 
owned  by  its  stockholders  who  as  a 
rule  receive  stock  certificates  as 
evidence  of  their  ownership.  The 
unit  of  ownership  is  called  a “share.” 
The  number  of  shares  which  the 
corporation  may  issue  is  authorized 
when  it  is  incorporated,  and  one 
stockholder  may  own  one,  100,  or 
any  number  of  shares  of  a corpora- 
tion up  to  the  total  number  author- 
ized. 

How  Is  a Cooperative  Incorporated? 

An  incorporated  cooperative  is 
also  a corporation.  Most  cooper- 
atives are  incorporated  under  spe- 
cial State  laws  providing  solely  for 


Boys  from  the  F.  F.  A.  chapftr  of  Boavtr 
Creek,  Ohio,  took  over  the  management  of 
Miami  Valley  Milk  Producers  Association, 
Dayton,  Ohio,  for  a day.  One  of  them  stands 
beside  the  roller  dryer  used  to  produce  dry 
skim  milk  powder.  Other  boys  took  over 
various  other  jobs  in  the  plant  and  office  of 
this  cooperative,  and  one  served  as  manager 
for  the  day. 


the  incorporation  of  cooperative 
associations.  These  laws  contain 
provisions  that  are  peculiarly 
adapted  to  the  formation  of  co- 
operatives. 

For  example,  it  is  usually  pro- 
vided that  only  farmers  can  be 
voting  members  or  stockholders  of 
organizations  incorporated  under 
these  laws.  Common  (voting)  stock 
cannot  be  sold  or  transferred  to  any 
person  other  than  a farmer.  The 
interest  or  dividends  that  can  be 
paid  on  stock  are  limited,  and 
usually  provisions  are  included  for 
the  distribution  of  sayings  accord- 
ing to  patronage.  Farmers’  co- 
operatives are  also  formed  without 
capital  stock. 

When  the  Our  Community  Can- 
ning Cooperative  was  incorporated, 
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Neil  Jordan  and  the  other  members 
of  the  committee  had  prepared  a 
paper  called  articles  of  incor- 
poration. This  paper  gave  the 
name  of  the  cooperative,  the  pur- 
pose for  which  it  was  to  be  formed, 
and  its  powers.  The  number  of 
directors  and  the  co-op’s  principal 
place  of  business  (Ourtown)  were 
included  also  in  the  articles  of  in- 
corporation. The  articles  of  incor- 
poration were  signed  by  all  the 
incorporators,  acknowledged,  and 
filed  with  the  secretary  of  State  at 
the  State  capital. 

When  the  articles  of  incorpora- 
tion were  approved,  the  incorpo- 
rators received  a certified  copy  bear- 
ing the  seal  of  the  State.  Our 
Community  Canning  Cooperative 
came  into  existence  on  the  day  its 
articles  of  incorporation  were  ap- 
proved. 

The  directors  named  in  the 
articles  of  incorporation  and  the 
incorporators  as  the  charter  mem- 
bers of  the  co-op,  adopted  the  by- 
laws. The  by-laws  set  forth  the 
duties  and  functions  of  the  directors 
and  manager,  provided  for  the  elec- 
tion of  a president  and  other  offi- 
cers, the  method  of  financing  the 
co-op,  and  other  matters. 

By-laws  are  something  like  the 
blueprint  followed  in  building  a 
factory  or  an  automobile.  They  set 
forth  the  general  plan  which  the 
directors  and  management  must 
follow  in  carrying  on  the  business. 
By-laws,  however,  must  not  contain 
provisions  in  conflict  with  the 
articles  of  incorporation,  and  ar- 
ticles of  incorporation  in  turn  can 
contain  only  provisions  authorized 
by  the  law  under  which  the  co-op 
is  incorporated. 

The  board  of  directors  met  when 
the  members’  meeting  adjourned, 
and  elected  as  president,  Neil  Jor- 
dan, who  was  one  of  the  seven 
directors.  They  also  elected  a vice- 
president  and  a secretary-treasurer, 
and  set  about  the  job  of  selecting  a 
manager. 


The  Our  Community  Canning 
Cooperative  was  launched  in  busi- 
ness. 
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Project  1 

Study  the  State  law  authorizing 
the  incorporation  of  a marketing  or 
purchasing  cooperative. 

1.  What  is  the  name  of  the  law? 

2.  When  was  it  passed? 

3.  Who  can  incorporate  under 
this  law? 

4.  For  what  purposes  can  they 
incorporate? 

5.  Under  this  law  what  provision 
must  be  included  in  the  articles  of 
incorporation  (or  articles  of  associ- 
ation)? 

6.  What  is  required  to  be  included 
in  the  by-laws  under  this  law? 

7.  With  what  State  officer  must 
articles  of  incorporation  be  filed? 

8.  What  is  the  charge  for  in- 
corporation? 

9.  Outline  other  provisions  of  the 
law. 
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Project  2 

Incorporations  of  co-ops  in  Our 
Community. 

1.  Are  all  co-ops  in  Ourtown  in- 
corporated? 

2.  Why  are  they  incorporated? 
Why  not? 


3.  Under  what  law  are  they 
incorporated? 

4.  Make  a summary  of  their  arti- 
cles of  incorporation  and  by-laws. 

5.  In  what  respect  are  by-laws  of 
Our  Community  co-ops  alike?  How 
do  they  differ?  What  are  the  rea- 
sons for  differences? 
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Chapter  V 

Sources  and  Uses  of  Co-op  Capital 


Capital  is  needed  to  run  any  busi- 
ness. Part  of  a co-op’s  capital  is 
current  assets,  money  and  items 
which  can  be  quickly  converted  into 
money  such  as  accounts  receiv- 
able,  notes  due  in  less  than  one 
year,  and  supplies  on  hand.  Another 
part  is  fixed  assets — ^land,  build- 
ings, etc. — and  other  long-term 
assets  such  as  investments. 

Where  does  the  money  come  from 
that  enables  a co-op  to  buy  build- 
ings, machinery  and  supplies  and 
pay  the  wages  of  employees?  How 
is  it  used?  How  is  the  share  of  each 
member  recorded  and  how  is  each 
member’s  investment  kept  approxi- 
mately in  proportion  to  the  volume 
of  business  he  transacts  through  his 
co-op? 

Sources  of  Co-op  Capital 

Estimating  the  amount  of  capital 
needed  is  an  important  step  in  set- 
ting up  a new  co-op. 

When,  for  example.  Our  Com- 
munity Canning  Cooperative  was 
organized,  (Chapter  IV),  it  was 
necessary  to  determine  first  the 
amount  needed  to  buy  the  canning 
plant;  and  second  the  amount  re- 
quired for  working  capital — that  is, 
to  pay  for  supplies,  power,  labor, 
and  other  expenses  that  accumulate 
every  day  the  plant  is  operating. 

The  members  of  the  co-op  real- 
ized that  the  cost  of  running  a 
cannery  is  high.  It  was  found  that 
the  cost  of  canning  vegetables 
would  be  $1.50  a case,  or  about  $1 
for  each  bushel  delivered  to  the 
plant. 

The  cost  of  the  plant  and  equip- 
ment was  $25,000.  Since  it  was 
estimated  that  60,000  bushels  would 


be  canned  the  first  year,  $60,000 
would  be  required  to  pay  operating 
expenses.  The  directors  estimated 
that  $25,000  would  be  needed  up  to 
the  time  they  would  begin  to  receive 
payment  for  canned  vegetables  sold. 

The  co-op,  therefore,  had  to  have 
a total  capital  of  $50,000  to  start 
in  business.  Though  this  was  more 
than  the  amount  required  by  the 
average  local  co-op,  the  members 
believed  that  the  investment  would 
be  worthwhile  and  that  they  would 
be  able  to  raise  the  money  needed. 

Banks  for  cooperatives  can  lend 
up  to  60  percent  of  the  value  of  co- 
operative plants  and  facilities.  Since 
the  plant  and  equipment  had  an 
appraised  value  of  $25,000,  the 
board  of  directors  were  able  to 
obtain  a “facility”  loan  of  $15,000 
from  the  district  bank  for  co- 
operatives. 

This  loan  they  agreed  to  repay  in 
eight  annual  installments  of  $1,875 
each. 

The  directors  also  arranged  for  a 
loan  of  $20,000  for  working  capital 
to  be  completely  repaid  when  the 
pack  of  the  current  season  was  sold. 
As  a condition  of  this  loan  it  was 
agreed  that  members,  would  invest 
an  additional  $5,000  in  the  co-op 
to  make  up  the  total  amount 
required. 

The  bank  agreed  to  advance 
$5,000  to  the  co-op  immediately  and 
the  remaining  $15,000  as  it  was 
needed. 

Members  of  the  co-op  then  were 
obliged  to  make  an  immediate 
investment  of  $15,000 — $10,000  to 
make  up  the  total  needed  to  buy  the 
plant  and  $5,000  for  working  capital. 

A total  of  75  farmers  had  become 
members  of  the  co-op.  A survey 
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made  before  they  organized  showed 
that  they  would  procure  at  least 
60,000  bushels  of  vegetables  suit- 
able for  canning,  an  average  of  800 
bushels  per  member. 

An  investment  of  25  cents  a 
bushel  was  required,  therefore,  from 
each  member.  A farmer  growing 
400  bushels  would  invest  $100,  a 
farmer  producing  800  bushels  would 
invest  $200,  and  so  on. 

Our  Community  Canning  Coop- 
erative began  business  with  a capi- 
tal of  $35,000,  of  which  $15,000  was 
invested  by  members  and  $20,000 
was  borrowed. 

The  manager  prepared  a brief 
statement  for  the  members  which 
showed  the  financial  condition  of 
the  co-op  on  the  day  it  began  busi- 
ness. This  was  as  follows: 

Balance  Sheet  of  Our  Community 
Canning  Cooperative  at  the  Begin- 
ning of  Business 


ASSETS  {What  we  own) 

Current  assets: 

Cash $10,000 

Fixed  assets: 

Land . 2,  000 

Building 15,  000 

Machinery 8,000 


Total  assets $35,  000 


LIABILITIES  iWhat  we  owe) 

Current  liabilities: 

Working  capital  advance $5,  000 

First  installment,  mortgage 1,  875 

Long-term  liabilities: 

Deferred  installments,  mortgage 13,  125 


Total  liabilities ^ $20,000 

MEMBERS’  EQUITY  \What  we  own 
less  what  we  owe) 

Members’  investments 15,  000 


Total  liabilities  and  members’  eqviity.  $35, 000 


Our  Community  Canning  Coop- 
erative, if  it  was  to  be  a success, 
had  to  obtain  from  the  sale  of 
canned  vegetables  sufficient  money 
to  pay  operating  expenses,  pay  the 
installment  of  $1,875  on  the  mort- 
gage loan,  and  return  to  members 
a satisfactory  amount  for  the  vege- 
tables they  delivered  to  the  co-op. 

In  order  to  make  certain  that 
expenses  would  be  met,  the  directors 
decided  to  retain  from  the  proceeds 
of  sales  $1.10  for  every  bushel  of 
vegetables  received  by  the  plant, 
instead  of  the  $1  a bushel  estimated 
as  the  actual  expense.  They  also 


decided  to  withhold  an  additional 
3}^  cents  a bushel  solely  for  the 
purpose  of  paying  the  installment 
due  on  the  mortgage.  It  was 
agreed,  however,  that  if  savings 
from  the  $1.10  a bushel  retained 
for  operating  expenses  amounted  to 
5 cents  a bushel  or  more,  this  Z)i 
cents  a bushel  would  be  returned  to 
the  members  in  cash. 

Up  to  the  time  it  began  business. 
Our  Community  Canning  Cooper- 
erative  obtained  its  capital  from 
two  sources — from  the  members 
(investments),  and  from  the  bank 
(borrowings). 

As  the  season  progressed,  capital 
began  to  accumulate  from  the 
operations  of  the  business  and  the 
savings  which  the  co-op  was  able 
to  make. 

Results  at  the  end  of  the  year 
show  how  this  additional  capital 
was  obtained. 

The  co-op  received  70,000  bushels 
of  vegetables  instead  of  the  60,000 
bushels  estimated.  On  account  of 
the  increased  volume,  operating 
expense  was  95  cents  per  bushel 
instead  of  the  $1.10  retained.  The 
3)4  cents  retained  to  pay  the  mort- 
gage installment  due  was  accord- 
ingly returned  to  members  in  cash 
and  need  not  be  considered  in  cal- 
culating the  increase  in  capital 
obtained  from  savings  which,  as  the 
by-laws  required,  had  to  be  allo- 
cated to  members  in  proportion  to 
their  patronage. 

Savings  of  15  cents  a bushel 
effected  by  the  co-op  totaled 
$10,500.  The  capital  of  the  co-op 
was  increased  by  that  amount. 
From  these  savings  the  first  install- 
ment of  the  mortgage  loan,  $1,875, 
was  paid. 

In  the  accounting  records  of  the 
co-op,  the  $10,500  was  distributed 
as  follows:  5 cents  a bushel,  or 
$3,500  to  a “reserve  for  contin- 
gencies,^* and  10  cents  a bushel,  or 
$7,000,  to  an  account  called  “sav- 
ings allocated  to  members.” 

The  financial  statement  which 
the  manager  prepared  for  the  sec- 
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ond  annual  meeting  of  the  Our 
Community  Canning  Cooperative 
was  somewhat  more  complicated 
than  the  first. 

In  the  first  place,  although  it  had 
made  settlement  with  its  members, 
the  co-op  had  not  been  paid  for 
all  the  canned  goods  it  has  shipped. 
Consequently,  $3,500  was  due  from 
its  customers  (accounts  receivable). 
It  had  also  bought  more  cans, 
crates,  and  other  supplies  than 
were  used. 

These  supplies  were  carried  on  the 
books  at  cost,  $4,500  (inventories). 
The  current  assets  of  the  co-op, 
therefore  (including  $8,175  in  the 
bank — ‘‘cash*’)*  totaled  $16,175. 

Machinery  wears  out  and  build- 
ings finally  have  to  be  replaced. 
The  directors  realized  that  it  was 
good  business  to  charge  off  a part  of 
the  cost  of  the  plant  each  year. 
Accordingly,  they  agreed  that  5 
percent  of  the  cost  of  the  building 
and  10  percent  of  the  cost  of  the 
machinery  would  be  “written  off” 
each  year  as  depreciation  and 
charged  to  operating  expenses. 
Consequently,  the  building  was 
valued  in  the  financial  statement 
at  $14,250  and  the  machinery  at 
$7,200. 

The  co-op  had  miscellaneous  “ac- 
counts payable”  totaling  $1,000  at 
the  time  the  statement  was  pre- 
pared, and  also  had  transferred  to 
current  liabilities  the  installment 
on  the  mortgage  due  at  the  end  of 
the  second  year.  The  members’ 
equity,  including  the  reserve  for 
contingencies,  was  $25,500,  com- 
pared with  $15,000  at  the  beginning 
of  the  year. 

At  the  end  of  the  year,  then,  the 
co-op  had  capital  obtained  from 
three  sources:  from  borrowings, 
$13,125;  from  members’  invest- 
ments, $15,000;  from  savings  al- 
located to  members,  including  the 
reserve,  $10,500;  total,  $38,625. 

Since  the  working  capital  loan 
obtained  from  the  bank  was  entirely 
repaid  before  the  end  of  the  year. 


the  financial  statement  of  the  co-op 
was  as  follows: 

Balance  Sheet  of  Our  Community 
Canning  Cooperative  at  the  End  of 
the  First  Year 


ASSETS  (What  we  own) 

Current  assets: 

Cash $8,  175 

Accounts  receivable 3,  500 

Inventories  (supplies) 4,  500 


Total  current  assets $16,  175 

Fixed  assets: 

Land 2,  000 

Building $15,000 

Less:  depreciation 750  14,  250 


Machinery 8,000 

Less:  depreciation 800  7,  200 


Total  fixed  assets $23,  450 


Total  assets $39,  625 


Current  liabilities: 

Accovints  payable $1,  000 

Second  installment,  mortgage 1,  875 


Total  current  liabilities $2,  875 

Long-term  liabilities: 

Deferred  installments,  mortgage $11,  250 


Total  liabilities $14,  125 

MEMBERS’  EQUITY  (What  we  own 
less  what  we  owe) 

Reserve  for  contingencies 3,  500 

Members’  investments 15,  000 

Savings  allocated  to  members 7,  000 


Total  members’  equity $25,  500 


Total  liabilities  and  members’  equity.  $39,  625 

The  members  of  Our  Community 
Canning  Cooperative  greatly  in- 
creased its  financial  strength  during 
its  first  year.  The  members  saw 
from  this  report  that  the  co-op 
would  have  to  borrow  only  $10,000 
to  $12,000  for  working  capital  the 
second  year  unless  its  business 
increased  considerably.  If  the  sec- 
ond year  should  be  as  successful  as 
the  first,  they  would  be  able  to 
pay  off  the  mortgage  more  rapidly 
than  they  first  planned.  On  the 
other  hand,  if  on  account  of  weather 
conditions  or  for  other  reasons 
members  should  produce  much  less 
than  during  the  first  year,  the  co-op 
would  be  able  to  continue  in  spite 
of  any  probable  loss. 

Uses  of  Co-op  Capital 

The  capital  of  a co-op  is  used  to 
buy  or  construct  plants,  ware- 
houses, and  other  necessary  build- 
ings; to  buy  machinery;  to  meet 
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operating  expenses;  and  to  set  up 
reserves  for  the  purposes  of  meeting 
losses  that  may  occur  in  the  opera- 
tion of  the  business. 

Other  uses  may  be  made  of  a 
co-op’s  capital.  For  example,  a 
local  co-op  may  invest  in  the  capital 
of  a central  marketing  or  purchas- 
ing co-op.  Such  an  investment  is 
made  in  the  same,  way  and  for  the 
same  purpose  as  a farmer  invests  in 
his  local  cooperative. 

The  reserve  set  up  by  the  Oiir 
Community  Canning  Cooperative 
was  as  general  reserve  ‘Tor  con- 
tingencies” which  means  for  any- 
thing that  may  cause  the  associa- 
tion to  lose  money  some  time  in 
the  future.  Often  special  reserves 
are  created.  For  example,  near 
the  end  of  World  War  II,  many 
co-ops  began  to  establish  “reserves 
for  postwar  adjustments.” 

Adjusting  Members*  Investments 

When  the  Our  Community  Can- 
ning Cooperative  began  business,  the 
investment  of  each  member  was  in 
proportion  to  the  number  of  bushels 
of  vegetables  he  expected  to  deliver 
the  first  year.  At  the  end  of  the 
year,  his  share  of  the  savings 
obtained  was  in  proportion  to  the 


number  of  bushels  he  actually 
delivered. 

The  portion  placed  in  reserves 
was  allocated  to  each  member  on 
the  books  of  the  association.  If  a 
member  delivered  600  bushels,  he 
was  credited  with  5 cents  multiplied 
by  600  or  $30  as  his  share  of  the 
reserve.  If  there  should  be  a loss 
the  following  year  equal  to  20 
percent  of  the  reserve,  the  reserve 
credit  of  this  member,  and  all  other 
members,  would  be  reduced  20 
percent.  His  share  in  the  reserve 
would  then  be  $6  less,  or  $24. 

For  “Savings  allocated  to  mem- 
bers,” which  amounted  to  10  cents 
a bushel,  each  member  received  a 
certificate,  similar  to  a stock  cer- 
tificate, which  the  directors  of  Our 
Community  Canning  Cooperative 
called  a “certificate  of  equity.”  A 
member  delivering  600  bushels  re- 
ceived a certificate  of  equity  for  $60 
as  evidence  of  his  share  of  “savings 
allocated  to  members.”  He  also 
had  a similar  certificate  as  evidence 
of  his  original  investment  in  the 
capital  of  the  co-op. 

These  certificates  did  not  bear 
interest  and  were  to  be  retired  in 
the  order  in  which  issued.  In 
other  words,  members’  original  in- 
vestments would  be  returned  to 
them  first.  Later,  certificates  of 
equity  issued  for  savings  obtained 
the  first  year  would  be  retired. 

This  method  of  financing  has 
been  adopted  by  many  co-ops, 
mainly  since  1930.  It  is  often 
called  the  “revolving  capital  plan,” 
or  the  “revolving  fund”  method  of 
financing. 

The  purpose  of  the  revolving 
capital  plan  is  to  keep  investments 
in  the  capital  of  a co-op  in  the  hands 
of  active  members.  From  year  to 
year  the  membership  of  a co-op 
changes.  Older  farmers  retire  and 
young  men  take  their  places.  It  is 
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essential  that  a retiring  member’s 
investment  should  be  paid  to  him 
or  his  estate  and  that  the  new 
member  should  furnish  his  share  of 
the  co-op’s  capital. 

Here  is  the  way  the  revolving 
capital  plan  works.  John  Doe  was 
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Project  1 

Select  another  Our  Community 
Co-op  and  prepare  a statement 


John  Doe 

Richard  Roe 

Invest- 
ment at 
beginning 
of  year 

Savings 
allocated, 
100  a bu., 
800 

bushels 

Capital 

revolved 

(repaid) 

to 

member 

Invest- 
ment at 
end  of 
year 

Invest- 
ment at 
beginning 
of  year 

Savings 
allocated, 
100  a bu., 
800  to 
1,200  bus. 

Capital 

revolved 

(repaid) 

to 

member 

Invest- 
ment at 
end  of 
year 

1st  year 

$200 

$80 

$280 

2nd  year.  

280 

80 

360 

3rd  year . 

360 

80 

440 

4th  year 

440 

80 

520 

5 th  year 

520 

$80 

440 

$200 

$80 

$280 

6th  year  _____ 

440 

80 

360 

280 

90 

370 

7th  year  

360 

80 

280 

370 

100 

470 

8th  year 

280 

80 

200 

470 

no 

580 

9th  year 

200 

80 

120 

580 

120 

$80 

620 

1 0th  year  

120 

80 

40 

620 

120 

90 

650 

11th  year 

40 

40 

650 

120 

100 

670 

12th  year 

670 

90 

no 

650 

one  of  the  original  members  of  Our 
Community  Canning  Cooperative 
and  4 years  later  sold  his  farm  to 
Richard  Roe  who  also  became  a 
member.  The  co-op  was  able  to 
begin  repaying  members’  invest- 
ments by  the  end  of  the  fifth  year. 

This  table  only  indicates  how  a 
retiring  member’s  investment  is 
repaid.  The  directors  have  au- 
thority in  special  cases  to  repay  an 
ex-member’s  investment  in  full  or 
in  two  or  three  annual  installments. 

Richard  Roe’s  production  was  in- 
creased from  800  to  1,200  bushels 
and  his  investment  in  the  co-op 
increased  proportionately.  When 
his  production  dropped  back  to  900 
bushels  in  the  12th  year,  his  in- 
vestment decreased.  Repayments 
that  year  were  greater  than  the 
savings  allocated  to  him. 
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showing  the  total  investment  in 
plant  and  equipment,  the  percent- 
age borrowed,  and  percentage  owned 
by  the  members. 

1.  What  plans  are  followed  in 
repaying  the  amount  borrowed  for 
plant  and  equipment? 

2.  How  was  the  member’s  share 
in  the  investment  acquired? 

3.  Is  each  member’s  investment 
in  proportion  to  the  use  he  makes  of 
the  co-op? 

Project  2 

Prepare  a statement  showing  the 
amount  required  and  the  uses 
made  of  working  capital. 

1.  How  much  is  borrowed  for 
working  capital? 

2.  From  whom  and  on  what 
terms  is  it  borrowed? 

3.  How  and  when  is  it  repaid? 

Project  3 

Describe  the  reserve  set  up  by 
the  co-op. 

1 . Why  was  a reserve  established? 

2.  How  is  the  reserve  allocated  to 
members? 

3.  Has  any  portion  been  returned 
to  members? 
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Chapter  VI 

Types  of  Co-ops  and  Their  Services 


Farmers  in  Our  Community  see 
their  local  co-ops  every  few  days. 
But  there  are  many  large  co-ops 
with  which  they  come  in  contact 
less  frequently.  The  territory  over 
which  these  larger  cooperatives  op- 
erate may  include  an  entire  State, 
or  all  or  part  of  several  States. 

Resional  Co-ops 

Farmer  co-ops  whose  operations 
extend  over  a number  of  com- 
munities are  generally  called  re- 
gional coopera  fives.  A few  whose 
activities  cover  all  parts  of  the 
United  States  where  the  products 
they  handle  are  produced  commer- 
cially are  known  as  national  co- 
operatives. Others  operating  in 
city  (terminal)  markets  and  selling 
products  shipped  to  market  by  their 
members  are  usually  called  cooper- 
ative sales  agencies.  The  live- 
stock commission  associations  lo- 
cated in  several  large  livestock 
markets  are  the  most  numerous 
group  of  cooperative  sales  agencies. 

Form  of  Incorporation 

As  has  been  mentioned,  most  co- 
ops are  incorporated.  Associations 
may  be  incorporated  with  or  with- 
out capital  stock.  The  two  classes 
are  generally  called  stock  and  non- 
stock co-ops. 

A stock  co-op,  like  any  other 
coporation,  divides  its  capital  into 
shares,  each  valued  as  a rule  at 
from  $10  to  $100.  To  become  a 
member,  a farmer  must  buy  at  least 
one  share  of  common  (voting)  stock. 

Unlike  the  ordinary  corporation, 
however,  the  common  stock  of  a 
co-op  should  be  held  only  by  active 


members,  dividends  paid  limited, 
and  voting  rights  based  on  member- 
ship rather  than  stock  ownership. 

In  a non-stock  co-op,  a farmer 
becomes  a member  by  agreeing  to 
the  by-laws  or  signing  a member- 
ship contract  and  paying  a member- 
ship fee  which  is  commonly  $5  to 
$10.  For  any  additional  money  he 
invests,  the  association  gives  him  a 
certificate  of  equity  which  is 
evidence  of  his  equity  in  the  co-op. 

Plan  oF  Orsanization 

The  larger  cooperatives  are  clas- 
sified also  according  to  their  plan  of 
organization.  The  distinction  made 
here  is  more  fundamental  than  the 
size  of  the  co-op  or  the  extent  of  the 
area  it  serves.  It  represents  fun- 
damental differences  in  attitudes 
and  opinions  among  farmers  which 
may  be  compared  to  the  conflicting 
opinions  of  men  who  advocate 
“States’  rights”  and  those  who  be- 
lieve in  a strong  central  govern- 
ment. 

On  the  basis  of  the  form  of 
organization,  these  cooperatives 
are  classified  as  federated  and 
centralized.  A federated  co-op  is 
set  up  by  two  or  more  local  co-ops. 
The  locals  may  form  a federation  to 
market  their  products,  to  manu- 
facture supplies,  to  make  wholesale 
purchases,  or  for  other  purposes. 
Each  local  as  a rule  elects  one  or 
more  directors  to  the  board  of  the 
federation.  They  delegate  to  the 
federation  the  services  it  can  best 
perform  and  retain  in  the  local  com- 
munity services  such  as  grading  and 
packing  fruit  or  retail  distribution 
of  supplies. 
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The  farmer  is  a member  of  the 
local  co-op.  The  local  in  turn  is  a 
member  of  the  federation. 

The  members  of  a centralized  co- 
operative are  individual  farmers. 
A centralized  co-op  is  in  effect  an 
overgrown  local.  Some  of  our  larg- 
est co-ops,  however,  are  of  this  type. 

Generally,  the  territory  served  by 
a centralized  co-op  is  divided  into 
districts  as  a State  is  divided  into 
Congressional  districts.  One  or 
more  directors  are  elected  by  the 
members  in  each  district.  If  the 
membership  is  very  large,  each  dis- 
trict may  elect  delegates  to  the 
annual  meeting  and  in  some  cases 
directors  are  elected  from  the  group 
of  delegates. 

Community  plants,  warehouses, 
and  other  buildings  are  owned  and 
managed  by  the  centralized  co-op. 
The  local  community  may  select  an 
advisory  committee,  or  “advisory 
directors”  for  the  local  plant,  but 
the  “branch  manager”  is  an  em- 
ployee of  the  centralized  co-op  and 
is  responsible  to  the  general  man- 
ager or  the  head  of  a department  in 
the  main  office. 


At  present,  several  centralized 
associations  are  becoming  “hy- 
brids”; that  is,  they  are  partly  fed- 
erated and  partly  the  centralized 
type.  Frequently,  members  of  a 
centralized  co-op  will  acquire  owner- 
ship of  a local  plant,  elect  their  own 
board  of  directors,  and  iDecome 
responsible  for  its  operation.  At 
times  a local  association  enters  into 
a contract  with  the  centralized  co-op 
under  which  the  latter  agrees  to 
manage  the  local  plant;  in  other 
cases  the  local  board  employs  a 
manager  and  assumes  full  respon- 
sibility for  the  business. 

Advantages  of  Federated  and  Cen* 
tralized  Cooperatives 

The  main  advantage  of  the  fed- 
erated type  of  co-op  is  that  farmers 
retain  direct  control  of  their  local 
business.  As  a result  members  are 
likely  to  be  reasonably  well- 
informed  and  to  participate  more 
directly  in  the  determination  of 
policies.  Thus  the  federation  may 
enjoy  a greater  degree  of  member- 
ship support,  interest,  and  par- 


Members  of  a junior  cooperative  in  a Walla  Walla,  Wash.,  F.  F.  A.  chapter  look  over  their 
new  tractor. 
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ticipation  than  the  centralized  co- 
op. 

The  centralized  cooperative  often 
has  certain  business  advantages. 
In  marketing,  central  control  over 
grades  and  packing  practices  tends 
to  standardize  the  product  handled, 
which  in  turn  makes  it  more  ac- 
ceptable to  the  co-op’s  customers. 
Systems  of  accounting  in  the  locals 
can  be  made  uniform,  money  can 
often  be  borrowed  on  more  favorable 
terms,  and  some  economies  in  trans- 
portation and  management  costs 
may  be  possible. 

Services  of  Cooperatives 

In  Our  Community,  as  in  many 
others,  co-ops  carry  on  many  kinds 
of  farm  business.  We  sell  dairy 
products,  vegetables,  and  livestock. 
We  buy  supplies  cooperatively.  We 
operate  a farmer’s  mutual  insurance 
company  and  credit  cooperatives 
which  make  short-time  loans  for 
production  or  long-term  loans  to 
buy  land  or  make  permanent  im- 
provements. 

In  farm  communities  throughout 
the  United  States,  there  are  farm- 
ers’ cooperatives  for  marketing  prac- 
tically every  crop  produced.  In 
addition  farmers’  co-ops  are  en- 
gaged in  mixing  and  manufacturing 
feed,  fertilizer,  oil,  and  gasoline. 
They  are  manufacturing  farm  ma- 
chinery, operating  frozen  food  locker 
plants,  cotton  gins,  and  oil  mills. 
Fruits  and  vegetables,  poultry,  live- 
stock, sugar  cane,  milk,  and  other 
products  are  processed  in  coopera- 
tively owned  plants. 

Farmers  also  operate  co-ops  to 
provide  themselves  with  special 
services.  Irrigation  associations, 
mutual  telephone  companies,  co- 
ops to  provide  medical  and  hospital 
care,  credit  cooperatives,  and  co- 
operative cotton  gins  are  examples. 


Another  type  of  service  association 
is  the  REA  co-op  set  up  to  bring 
electric  power  to  farms. 

The  co-ops  that  serve  Our  Com- 
munity and  other  farm  communi- 
ties, do  not  follow  any  one  pattern. 
Some  are  large;  many  are  small. 
Some  serve  only  a local  area,  and 
others  are  spread  over  several 
States.  Their  size,  the  products 
they  handle,  the  services  they  per- 
form, and  the  ideas  of  their  mem- 
bers all  tend  to  create  variations 
in  form  of  organization  and  methods 
of  operation.  They  are  alike,  how- 
ever, in  that  they  are  owned  and 
controlled  by  their  members  and 
operated  for  the  mutual  benefit  of 
the  member-patrons. 
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Project  1 

Services  performed  by  Our  Com- 
munity Co-ops. 

Has  the  type  of  service  had  an 
influence  on  the  co-op’s  plan  of 
organization? 

How  many  of  these  co-ops  per- 
form more  than  one  service;  for 
example,  marketing  and  purchasing? 

Are  any  considering  undertaking 
additional  services  for  their  mem- 
bers? 
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What,  if  any,  advantages  do  the 
members  and  management  see  in 
the  performance  of  more  than  one 
service? 

Project  2 

Co-ops  in  Our  Community  that 
are  members  of  a federation. 

What  service  does  the  federation 
perform?  What  service  is  retained 
by  local? 

Is  Our  Community  co-op  repre- 
sented on  the  federation’s  board  of 
directors? 

How  are  directors  of  the  federa- 
tion elected? 

Are  members  of  the  local  co-op 
informed  regarding  the  policies  and 
activities  of  the  federation? 


Project  3 

Membership  in  centralized  co- 
operatives. 

Are  any  Our  Community  farmers 
members  of  a centralized  co-op?  If 
so,  why  did  they  join? 

What  services  do  they  get  that 
could  not  be  performed  by  a local 
co-op? 

Are  they  familiar  with  the  work 
and  purposes  of  the  centralized 
association? 

Do  they  hold  local  meetings? 

How  do  they  elect  directors? 

How  do  they  get  information 
about  the  centralized  co-op? 
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Chapter  VII 

Common  Mistakes  of  Co-ops 


Farmers’  co-ops  are  not  always 
successful.  Many  have  gone  out  of 
business  for  one  reason  or  another. 
In  fact,  some  people  doubted  that 
Our  Community  Cooperative  Ware- 
house would  succeed  when  it  first 
started.  This  doubt  came  from  the 
experience  of  an  earlier  supply  co- 
op which  failed,  mainly  for  two 
reasons:  first,  because  the  directors 
insisted  that  all  savings  should  be 
returned  to  members  in  cash,  and 
second,  because  the  manager  gave 
credit  to  some  members  who  were 
unable  to  pay  their  bills. 

Community  Factors 

The  first  mistakes  are  often  made 
before  a co-op  is  organized.  There 
may  be  no  need  for  the  proposed 
co-op,  no  service  it  can  provide  any 
better  or  more  economically  than 
existing  agencies.  The  product  the 
co-op  plans  to  market  may  not  be 
produced  in  a sufficient  quantity  to 
support  a marketing  agency.  Also, 
it  sometimes  happens  that  a small 
group  set  up  a co-op  without  finding 
out  what  other  farmers  in  the 
community  think  of  the  plan.  As 
a result,  when  the  co-op  starts  in 
business  they  find  their  neighbors 
uninterested,  mainly  because  they 
were  not  consulted  and  made  part- 
ners in  the  program  from  the 
beginning. 

Mistakes  in  Organization 

The  older  co-ops,  incorporated 
under  the  “general  corporation  law” 
of  the  State,  made  some  mistakes 
in  organization  that  were  often 
unavoidable.  In  some  cases,  each 
member  was  allowed  one  vote  for 


each  share  of  stock  he  owned.  In 
addition,  it  was  not  possible — or  no 
provision  was  made — to  prevent 
the  transfer  of  voting  stock  to  non- 
members. Frequently,  therefore, 
stock  ownership  became  concen- 
trated in  the  hands  of  a few  men, 
and  the  business  was  no  longer 
cooperative. 

When  the  organization  of  a co-op 
is  proposed,  there  are  always  a few 
enthusiastic  people  who  believe  it  is 
the  answer  to  all  farm  problems. 
Often,  under  the  spell  of  this 
enthusiasm,  a co-op  is  “oversold.” 
Too  much  is  expected,  and  the 
reaction  when  these  expectations 
are  not  realized  has  resulted  in  the 
death  of  many  co-ops  that  could 
have  performed  a useful  service. 
Sometimes  so  much  is  expected  from 
a proposed  co-op  that  care  is  not 
taken  to  see  that  it  is  adequately 
financed,  or  to  analyze  closely  the 
investment  required  or  the  probable 
volume  of  business  in  relation  to 
operating  costs. 

The  organization  of  a new  co-op 
should  be  a community  enterprise 
in  which  all  prospective  members 
should  be  asked  to  participate. 
The  problems  to  be  met,  as  well  as 
the  advantages  of  organization, 
should  be  thoroughly  understood, 
and  necessary  investments  and 
operating  expenses  carefully  cal- 
culated. Failure  to  take  these  steps 
has  often  been  disastrous. 

Mistakes  of  Management 

Managers  of  co-ops,  of  course, 
are  liable  to  make  the  same  mis- 
takes as  are  made  by  managers  of 
other  types  of  business.  Unwise 
extension  of  credit,  failure  to  ope- 
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rate  economically,  and  lack  of  judg- 
ment in  marketing  or  in  buying 
farm  supplies  are  all  factors  which 
may  lead  to  failure. 

One  common  mistake  of  co-ops, 
for  which  the  board  of  directors  and 
manager  must  divide  the  blame,  is 
failure  to  set  up  adequate  reserves 
to  take  care  of  losses  the  co-op 
may  sustain  in  the  future.  Another 
is  failure  to  charge  to  operating 
expenses  each  year  a portion  of  the 
cost  of  the  co-op  plant  and  ma- 
chinery. Buildings  and  machinery 
wear  out,  and  provisions  must  be 
made  from  year  to  year  for  their 
eventual  replacement. 

The  job  of  a co-op  manager,  how- 
ever, offers  opportunities  for  other 
mistakes  growing  out  of  the  patron- 
owner  status  of  the  members.  Many 
managers  whose  previous  experi- 
ence has  been  in  noncooperative 
business  fail  to  appreciate  the  dual 
interest  of  members  in  the  co-ops, 
and  so  fail  to  keep  them  fully 
informed  about  the  business.  A- 
mong  the  devices  managers  can 
use  to  tell  members  what  is  going 
on  are  house  organs  or  membership 
meetings  where  business  affairs  are 
discussed. 

Some  managers  are  likely  to 
keep  hidden  any  losses  they  may 
experience.  For  example.  Our  Com- 
munity Canning  Cooperative  a few 
years  ago  sold  canned  vegetables 
to  a firm  which  failed  before  the 
invoice  was  paid.  The  loss  to  the 


co-op  was  about  $3,000.  The  co-op 
directors  and  manager  decided  to 
say  nothing  about  this  loss  until 
the  end  of  the  season  because  they 
would  then  be  able  to  show  sub- 
stantial savings  to  members  in 
spite  of  the  loss.  It  was  a secret 
that  could  not  be  kept.  When 
rumor  had  magnified  the  loss  to 
more  than  10  times  its  actual  size 
and  some  members  began  to  believe 
the  co-op  was  actually  bankrupt,  it 
was  decided  to  call  a special  mem- 
bership meeting.  The  members 
were  told  the  facts  and  the  reason 
for  the  loss.  Dissatisfaction  that 
threatened  to  break  up  the  co-op 
immediately  died  down  and  the 
directors  and  manager  had  learned 
another  lesson  in  cooperation: 
“Never  try  to  hide  bad  news.’’ 

Some  co-ops  become  “one-man” 
organizations.  In  such  cases  the 
manager,  or  possibly  the  president, 
is  a benevolent  dictator;  the  mem- 
bers know  little  about  the  business 
and  take  no  part  in  determining 
policies.  A co-op  under  one-man 
control  is  likely  to  go  out  of  busi- 
ness when  the  man  in  charge  dies 
or  retires.  The  members  have  been 
deprived  of  the  experience  in  run- 
ning a cooperative  business  they 
should  have  gained  over  the  years. 
Consequently,  there  is  no  one  to 
take  the  place  of  the  indispensable 
one  man.  Strictly  speaking,  a busi- 
ness of  this  kind  cannot  be  called  co- 
operative— the  “working  together” 
is  lacking. 

Members*  Mistakes 

The  chief  mistakes  members 
make  are  due  to  a natural  human 
tendency  to  let  someone  else  do 
the  work  and  make  the  decisions. 
The  same  kind  of  mistakes  are 
made  by  citizens  in  a democracy 
and  small  stockholders  of  a large 
corporation. 

In  brief,  members’  most  common 
mistakes  can  be  classified  as  failure 
to  elect  the  best  men  as  directors, 
failure  to  inform  themselves  regard- 
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ing  the  progress  and  problems  of 
their  co-op,  a tendency  to  judge 
the  co-op’s  success  by  short-time 
results  rather  than  its  long-time 
possibilities,  and  failure  to  attend 
meetings  and  make  their  wishes  and 
opinions  known  to  the  directors  and 
management.  There  may  be  added 
failure  to  appreciate  that  the  co-op 
is  their  business  and  must  be  made 
strong  financially  and  otherwise  if 
it  is  to  serve  them  well. 

In  a truly  cooperative  enterprise, 
the  leadership  required  to  make  it  a 
success  must  in  the  final  analysis 
come  from  the  members.  If  the 
members  fail  to  meet  the  require- 
ment of  leadership,  their  coopera- 
tive is  in  danger. 

Co-ops  Out  of  Business 

Many  co-ops  have  gone  out  of 
business  since  the  first  Grange 
Societies  were  formed  almost  100 
years  ago.  Not  all  of  these,  how- 
ever, can  be  classed  as  business 
failures.  In  fact,  only  about  10 
percent  of  more  than  14,000  co-ops 
out  of  business,  for  which  some 
record  is  available,  reported  losses 
to  creditors. 

Other  co-ops  went  out  of  busi- 
ness when  they  were  merged  to 
form  a larger  co-op.  Some,  like 
many  livestock  shipping  associa- 
tions, were  discontinued  because 
improved  roads  or  changes  in  mar- 
keting practices  made  them  un- 
necessary. 

A larger  percentage  of  the  co-ops 
out  of  business,  however,  shut  down 
because  they  were  forced  to  do  so. 
Loss  of  members  and  loss  of  busi- 
ness were  the  principal  causes. 
The  late  R.  H.  Elsworth,  who  for 
many  years  directed  the  compila- 
tion and  analysis  of  the  statistics 
of  farmers’  cooperatives  in  the 
Farm  Credit  Administration,  gave 
the  following  reasons  why  members 


drop  away,  volume  of  business  de- 
clines, and  co-ops  are  finally  forced 
to  close  their  doors: 

1.  Leadership  neither  able  nor 
resourceful. 

2.  Management  ineffective. 

3.  Members  neither  understood 
nor  practiced  cooperation. 

4.  Associations  could  not  adjust 
to  new  conditions. 

5.  Membership  rejuvenation  neg- 
lected. 

6.  Cooperation  discarded. 

7.  Promoter  activity. 

8.  Unavoidable  causes. 

By  “promoter  activity,”  Mr.  Els- 
worth meant  the  promotion  of 
co-ops  by  machinery  salesmen  and 
others  in  order  to  sell  machinery, 
land,  or  buildings  to  the  organized 
farmers.  Obviously  there  was  a 
high  percentage  of  failures  among 
co-ops  set  up  for  reasons  that  did 
not  include  the  need  for  an  organi- 
zation and  the  services  it  might 
provide  for  its  members. 
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Project 

Why  farmer  co-ops  fail. 

The  failure  of  the  supply  co-op 
in  Our  Community  has  been  men- 
tioned. How  could  it  have  been 
prevented? 

Get  statements  from  former  mem- 
bers and,  if  possible,  from  the  offi- 
cers and  manager  of  a co-op  that 
has  gone  out  of  business. 

1.  What  was  it  set  up  to  do? 
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2.  What  was  the  volume  of  busi- 
ness the  last  3 years? 

3.  How  long  was  it  in  existence? 

4.  Was  it  able  to  pay  all  its 
debts? 

5.  Did  members  lose  any  part  of 
their  investment? 

6.  Did  the  co-op  fail  to  pay  mem- 
bers for  any  products  handled? 

7.  What  was  the  main  reason  for 
its  failure? 

8.  Who  was  chiefly  to  blame: 
(a)  the  members,  (b)  directors,  (c) 


the  manager,  (d)  unavoidable  con- 
ditions? 

9.  Was  a co-op  formed  later  to 
perform  the  same  service?  If  so, 
was  it  successful? 

10.  How  many  former  members 
of  the  co-op  out  of  business  are 
now  members  of  other  co-ops? 

11.  What  has  been  the  effect  of 
this  co-op  failure  on  other  co-ops  in 
the  community? 

12.  Could  the  failure  have  been 
prevented?  How? 
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Chapter  VIII 

How  U.  S.  Co-ops  Have  Grown 


Early  Farmer  Co-ops 

Cooperation  is  a tradition  among 
farm  people  in  the  United  States. 
The  first  settlers  helped  one  another 
to  clear  their  land,  build  their  houses, 
and  plant  and  harvest  their  crops. 

In  Ourtown  most  people  believe 
that  co-ops,  as  we  know  them,  have 
grown  up  in  the  last  25  years.  But 
as  early  as  1810  farmers  were  under- 
taking experiments  in  carrying  on 
business  cooperatively.  “Associ- 
ated or  cooperative  dairying”  was 
undertaken  at  Goshen,  Conn.,  in 
that  year,  and  a “cheese  dairy”  was 
established  at  South  Trenton,  N.  Y., 
about  the  same  time. 

By  1860  a few  cooperative  cheese 
factories  and  farmers^  grain  eleva- 
tors were  established  in  various 
parts  of  the  United  States.  A group 
of  New  York  farmers  jointly  con- 
structed a cheese  factory  in  1851. 
Another  group  built  a plant  for 
making  butter  at  Campbell  Hall, 
N.  Y.  in  1856. 

Farmers  in  Wisconsin  organized 
a cooperative  grain  elevator  in  1857, 
and  Illinois  farmers  a few  years  later 
developed  a cooperative  auction  for 
the  sale  of  hogs. 

By  1867  there  were  more  than 
400  co-ops  making  butter  and 
cheese.  A farm  supply  association 
formed  in  1863  still  operates  at  this 
time.  The  first  reported  co-op  for 
marketing  fruit  was  organized  in 
New  Jersey  in  1867  and  continued 
until  1897. 

Most  of  these  early  co-ops  are 
now  out  of  business.  In  practically 
all  cases,  however,  they  prepared 
the  field  for  more  modern  co-ops 
which  are  in  business  today. 

The  members  of  the  early  co-ops 


were  experimenters.  Some  of  the 
plans  they  adopted  were  not  satis- 
factory to  farmers  generally.  For 
example,  many  permitted  a member 
one  vote  for  each  share  of  stock  he 
owned,  following  the  established 
rule  for  non-cooperative  corpora- 
tions. As  a result,  there  was  a 
tendency  for  control  to  pass  into  the 
hands  of  a few  men  and  the  business 
then  was  no  longer  cooperative. 

As  these  faults  in  organization 
were  corrected  and  the  need  of  good 
management  became  more  generally 
recognized,  farmers  W’ere  able  to 
build  substantial  co-ops  on  the 
experiences  of  the  pioneers  of  80  or 
90  years  earlier. 

The  Grange  and  Cooperation 

The  second  period  of  cooperative 
development  began  in  1867  with  the 
organization  of  the  National 
Grange.  The  oldest  of  farmers* 
National  organizations,  it  was  first 
formed  as  a fraternal  order.  Its 
growth  was  slow  until  the  founders 
realized  that  local  granges  could  be 
used  to  develop  cooperative  mar- 
keting and  purchasing.  Only  87 
local  granges  were  formed  up  to 
1870,  whereas  by  1874  almost  1 2,000 
had  been  organized. 

County  granges,  which  are  now 
the  Pomona  Granges,  were  created 
in  many  States  to  carry  on  business 
activities  for  the  local  units.  Many 
co-op  stores  were  started  which 
handled  both  home  and  farm  sup- 
plies. Cooperative  grain  elevators, 
organized  in  1872,  sold  wheat  in 
domestic  and  foreign  markets 
through  a commission  agent.  This 
business  was  conducted  coopera- 
tively for  more  than  20  years. 
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The  Third  Period 


A cooperative  bank,  which  con- 
tinued in  business  until  1895  when 
it  was  liquidated  without  loss  to 
depositors  or  stockholders,  was  also 
formed  in  California  about  1874. 
In  the  South,  cotton  was  marketed 
on  a large  scale  by  State  granges. 
The  Mississippi  State  Grange  for  a 
time  had  its  own  representative  in 
Liverpool. 

Many  of  the  marketing  and 
purchasing  co-ops  formed  by  the 
Grange  continued  for  more  than  20 
years.  Some  are  still  in  existence. 
In  addition  the  push  given  the  co- 
operative idea  by  the  Grange  en- 
couraged other  groups  of  farmers  to 
organize. 

By  1890  there  were  about  1,000 
active  farmers’  co-ops  in  the  United 
States. 


During  the  30  years  from  1890  to 
1920,  the  number  of  farmers’  mar- 
keting and  purchasing  co-ops  in- 
creased to  about  7,400.  Some  of 
the  largest  co-ops  active  today  were 
formed  during  this  period. 

Livestock  shipping  associations 
increased  rapidly.  Farmers  found 
that  they  could  reduce  the  cost  of 
getting  livestock  to  market  by 
shipping  cooperatively.  Also,  they 
were  able  to  ship  carloads  of  hogs  or 
cattle  fairly  uniform  in  weight  and 
grade  and  get  a higher  price  than 
buyers  would  pay  for  mixed  lots. 

Also,  during  this  period,  livestock 
producers  and  other  farmer>s  began 
to  develop  co-ops  to  represent  them 
in  the  large  city  markets.  Co-ops 


These  Junior  Cooperafors  of  a F.  F.  A.  chapter  at  Fairbury,  Nebr.,  are  mixing  and  weighing 
feed  according  to  the  formulas  desired  by  the  respective  co-op  members. 
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were  organized  to  operate  in  im- 
portant livestock  markets  such  as 
Chicago  and  Kansas  City.  They 
sold  livestock  produced  by  their 
members  direct  to  meat  packers  and 
other  buyers.  There  were  41  of 
these  co-ops,  called  “livestock  com- 
mission associations,”  in  business  in 
1947. 

What  is  now  the  Sunkist  Growers, 
Inc.,  came  into  existence  in  1895. 
This  is  now  the  largest  fruit  co-op. 
Cooperatives  for  the  marketing  of 
wool,  poultry  and  eggs,  beans,  and 
nuts  were  formed  during  this  period. 

Two  general  farm  organizations. 
The  Farmers’  Educational  and  Co- 
operative Union  of  America  and 
the  American  Society  of  Equity, 
were  formed  in  1902.  Both  contrib- 
uted to  the  development  of  farm- 
er cooperatives. 

After  1920 

In  1919  another  general  farm 
organization  was  established — the 
American  Farm  Bureau  Federation. 
The  influence  of  the  Farm  Bureau 
from  1920  on  resulted  in  the  organi- 
zation of  many  larger  cooperatives 
most  of  which  are  still  active. 

About  this  time  also  large  State- 
wide associations  for  marketing 
cotton,  tobacco,  and  wheat  were 
organized.  These  resulted  from  a 
widespread  belief  that  farmers  by 
controlling  all  or  practically  all  of 
the  product  could  also  control  the 
price  at  which  their  wheat  and  cot- 
ton was  to  be  sold.  These  co-ops 
had  a contract  with  their  members 
running  for  5 years  or  longer. 
Severe  penalties  were  provided  for 
the  farmer  who  failed  to  live  up  to 
his  contract. 

Monopoly  control  by  coopera- 
tives didn’t  work;  the  big  associa- 
tions never  succeeded  in  getting 
control  of  all  the  crop.  Except  tem- 
porarily with  tobacco  and  dried 


fruit,  the  quantity  handled  by  this 
group  of  co-ops  remained  below  50 
percent.  Farmers  outside  the  asso- 
ciations were  able  to  sell  freely. 
Thus  they  could  and  did  profit  from 
higher  prices  brought  about  by  the 
partial  scarcity  created  by  with- 
holding from  the  market  the  com- 
modities controlled  by  the  big  co- 
ops. As  many  of  their  members 
complained,  they  were  “holding  an 
umbrella  over  the  non-members.” 
Failure  to  accomplish  the  results 
expected,  slowness  in  making  sales 
and  payments  to  members,  and 
often  inexperienced  and  extrava- 
gant management  helped  this  type 
of  co-op  to  fail.  A few  were  reorgan- 
ized and  are  now  operating  success- 
fully. 


Table  1. — Estimated  number , mem- 
berships, and  volume  of  farmers’ 
marketing,  farm  supply,  and 
related  service  cooperatives  for 
specified  periods 


Period 

j Associa- 
' tions 
listed 

1 

Estimated 
I members 

Estimated  i 
business 

1915 

Number 
! 5.424 

! Number 
651, 186  i 

$1,000 

635.839 

1925-26 

10.803 

2. 700,000 

2.400,000 

1927-28 

11. 400 

, 3.000,000  ; 

2.300,000 

1929-30 

12.000 

1 3. 100,000  1 

2.500,000 

1930-31 

11,950 

3.000,000  1 

2.400,000 

1931-32 

11,900 

3.200,000 

1.925.000 

1932-33 

11.000 

3.000.000 

1.340,000 

1933-34 

10.900  ' 

3, 156,000 

1.365,000 

1934-35 

10. 700  ; 

3,280.000  1 

1, 530,000 

1935-36 

10.500 

3,660,000 

1.840,000 

1936-37 

10. 743 

3, 270,000 

2, 196,000 

1937-38 

10.900 

3,400.000  . 

2.400,000 

1938-39 

10. 700 

3,300.000  1 

2. 100,000 

1939-40 

10. 700 

3,200.000 

2, 087,000 

1940-41 

10. 600 

3,400,000 

2.280,000 

1941-42 

10. 550 

3,600,000 

2.840,000 

1942-43 

10.450 

3,850,000 

3, 780, 000 

1943-44 

10,300  i 

4,250,000 

5, 160,000 

1944-45 

10, 150  1 

1 4,505,000 

5,645,000 

1945-46 

10, 150 

; 5,010,000 

6.070,000 

1946-47 

10, 125 

5,436,000 

; 7.  116,000 

1947-48 

10, 135 

1 5,890,000 

8,635,000 

1948-49 

10,075 

6,384,000 

9,  320,  000 

1949-50 

10,035  i 

6,584,000 

8,726,000 

1950-51 

10,  051 

7,  091,  000 

8,  144,  068 

1951-52 

10,  166 

7,  363,  000 

9,404,712 

1952-53 

10,  114 

7,474,000 

9,517,068 

1953-54 

10, 058 

7,608,000 

9,462,985 

> Figures  prior  to  1950-51  are  neither  strictly  net 
nor  gross  volume.  Those  for  1950-51  and  subse- 
quent years  are  net  figures  with  all  duplication 
resulting  from  business  between  cooperatives 
eliminated. 
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In  1929  there  were  about  12,000 
farmers’  marketing  and  farm  supply 
co-ops  in  the  United  States.  The 
total  number  of  members  was  ap- 
proximately 3 million  and  volume  of 
business  $2.5  billion. 

By  1954,  the  number  of  mar- 
keting, farm  supply,  and  related 
service  co-ops  had  declined  to 
10,058,  but  total  memberships  had 
increased  to  more  than  7.6  million 
and  net  business  volume  to  an  esti- 
mated $9.5  billion.  See  table  1. 

Good  roads  and  improved  meth- 
ods of  transportation  have  made 
many  small  local  co-ops  unneces- 
sary. For  example,  many  livestock 
shipping  associations  were  replaced 
by  large  “concentration  yards ’’serv- 
ing several  counties.  Small  local 
co-ops  manufacturing  butter  gave 
way  to  large,  centrally  located  co- 
operative creameries.  So  with  an 
actual  decrease  in  the  number  of 
co-ops,  the  total  memberships  are 
greater  than  in  1929-30  by  more 
than  4.5  million.^ 
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Project  1 

History  of  the  farmer  co-ops  in 
Our  Community. 

1.  Classify  the  co-ops  according 
to  the  date  each  was  organized. 

2.  Prepare  a brief  history  of  each, 
giving  the  reasons  for  organization, 
increases  or  decreases  in  number  of 
members  and  volume  of  business, 
changes  made  in  articles  of  incor- 
poration and  by-laws,  new  services 
undertaken  and  changes  in  the 
portion  of  the  assets  of  the  asso- 
ciation the  members  own.  (Sub- 
tract the  value  of  what  the  co-op 
owed  from  the  value  of  what  it 
owns). 


Project  2 

The  effect  of  age  on  Our  Com- 
munity co-ops. 

1.  Do  members  tend  to  lose 
interest  as  the  co-op  gets  older? 

2.  Do  the  older  or  newer  co-ops: 

(a)  Have  the  larger  number 
of  members? 

(b)  Handle  the  larger  vol- 
ume of  business?  * 

(c)  Have  the  better  plants 
and  equipment? 
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Chapter  IX 

What  Cooperatives  Have  Contributed  to  Our  Community 


In  Our  Community,  we  believe 
that  farmers’  cooperatives  have 
benefited  Ourtown  and  the  county 
of  which  it  is  the  trading  center. 
These  benefits  cannot  be  measured 
exactly.  Some  people  are  inclined 
to  overestimate  and  others  to  under- 
estimate them.  A large  majority 
agree  that  there  are  definite  benefits. 

The  benefits  to  members,  and 
other  farmers  as  well,  are  fairly 
obvious.  After  making  allowances 
for  the  general  improvements  in 
agricultural  conditions,  there  are  a 
number  of  contributions  Our  Com- 
munity co-ops  have  made. 

Farm  Income  Increased 

Our  marketing  co-ops  have  im- 
proved the  quality  of  the  products 
they  handle.  By  returning  market 
premiums  for  quality,  they  have 
encouraged  farmers  to  improve  pro- 
duction practices.  The  sweet  cream 
butter  produced  by  Our  Commu- 
nity Creamery  Association  sells  day 
after  day  for  a higher  price  than  the 
kind  of  butter  produced  by  the  old 
creamery  which  it  replaced.  Best 
of  all  it  is  the  kind  of  butter  the 
trade  and  consumers  want.  The 
co-op  has  an  established  demand  for 
its  product. 

C)ur  marketing  co-ops  also  have 
reduced  marketing  costs,  not  only 
for  their  members,  but  for  all 
farmers  in  the  community.  Be- 
cause of  co-op  competition,  market- 
ing charges  of  dealers  are  lower  than 
they  were  formerly.  Short  weight 
and  unreasonable  deductions  for 
low-grade  products  and  poor  quality 
are  unknown.  The  farmer  who  is 
not  a member  can  thank  the  co-ops 
for  bringing  about  conditions  that 


give  him  an  improved  local  market 
price  for  his  crops  and  livestock. 

Two  of  our  marketing  co-ops  are 
members  of  cooperative  marketing 
agencies — federations.  The  federa- 
tion marketing  dairy  products,  for 
example,  controls  a large  part  of  the 
production  in  our  part  of  the  State. 
It  has  many  customers  who  look  to 
it  for  their  supplies  of  butter, 
cheese,  and  other  milk  products. 
It  employs  expert  salesmen  who  are 
constantly  in  touch  with  the  market ; 
they  know  when  to  sell  freely  and 
when  to  slow  down.  The  large 
volume  handled  makes  possible  a 
low  selling  cost.  The  returns  to 
members  of  Our  Community  Cream- 
ery Association  are  increased  be- 
cause of  this  saving  and  because  of 
the  high  standing  and  bargaining 
ability  of  the  federation. 

Purchasing  cooperatives  also  in- 
crease farm  income  by  providing  at 
cost  the  kind  of  supplies  the  farmer 
needs.  Members  of  Our  Commu- 
nity Cooperative  Warehouse  believe 
they  have  benefited  in  two  ways: 
the  cost  of  farm  supplies  has  been 
reduced  and  the  improved  quality 
of  seed,  feed,  and  fertilizer  has 
raised  the  quantity  and  quality  of 
their  crops  and  livestock  products. 

The  co-op  warehouse  buys  from 
a wholesale  supply  cooperative 
which  manufactures  feed  and  other 
supplies.  Since  these  operations 
are  performed  at  cost,  the  savings 
to  members  of  our  local  supply  co-op 
are  substantial. 

Our  Community  farmers  have 
other  co-ops  that  have  helped  to 
increase  their  farm  income.  Co- 
ops provide  insurance,  credit,  tele- 
phone service,  and  electric  power. 
Farmer  borrowers  now  own  our 
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National  Farm  Loan  Association 
which,  with  other  similar  long-term 
credit  associations,  owns  the  dis- 
trict Federal  Land  Bank.  Farmers 
in  Our  Community  also  own  75 
percent  of  the  stock  in  our  Produc- 
tion Credit  Association  which  was 
set  up  in  1934  to  lend  money  to 
farmers  for  the  purpose  of  produc- 
ing crops  and  livestock.  The 
farmer-members  of  these  associa- 
tions have  been  able  to  obtain  loans 
fitted  to  the  needs  of  their  farm 
operations  at  reduced  interest  cost 
and,  at  the  same  time,  have  built  up 
a substantial  ownership  interest  in 
their  credit  cooperatives. 

Benefits  to  Ourtown 

Our  Community  co-ops  have 
benefited  Ourtown.  The  increased 
income  of  farmers  has  created  more 
trade  for  our  businessmen  and  in- 
creased deposits  in  our  local  banks. 
The  co-ops  give  employment  to 
many  people  whose  wages  and 
salaries  are  spent  in  Ourtown.  We 
know  from  our  experience  that  any- 
thing that  helps  the  farmers  helps 
all  of  us. 

As  owners  of  businesses  located 
in  Ourtown,  farmers  and  their 
families  have  an  increased  interest 


in  town,  civic,  and  social  affairs. 
Many  farmers  are  members  of  the 
Chamber  of  Commerce  and  the 
Service  Clubs.  Their  interest  in 
our  schools  and  churches  has  been 
stimulated.  They  know  more 
about  the  problems  of  local  busi- 
nessmen than  they  did  formerly 
because  of  their  experiences  as 
owners  and  directors  of  local  co-ops. 
People  in  Ourtown  likewise  have 
gained  increased  knowledge  of  coun- 
try conditions  and  farmers’  prob- 
lems. As  a result,  both  town  and 
country  people  work  together  to 
make  Our  Community  a good  place 
to  live.  A cooperative,  progres- 
sive spirit  has  developed. 

Co-ops  Develop  Farmer  Leadership 

We  were  all  proud,  and  also  sur- 
prised, when  John  Betterton  was 
elected  president  of  the  large  dairy 
marketing  federation  of  which  Our 
Community  Creamery  Association 
is  a member.  It  seemed  a big  job 
for  a local  farmer  to  undertake. 
But  he  developed  abilities  that  we 
never  suspected  he  possessed  and  his 
influence  as  an  agricultural  leader 
has  become  Nationwide.  We  have 
learned  also  that  John  is  not  the 
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only  Our  Community  farmer  who  All  over  the  United  States,  where 
has  thought  about  the  needs  of  farmers’  cooperatives  exist,  able 
agriculture  and  has  learned  to  ex-  farmer  leaders  are  coming  to  the 
press  his  ideas  effectively.  It  is  front.  Their  guidance  and  leader- 
interesting  that  the  majority  of  ship  make  their  cooperatives  strong 
these  men  are  or  have  been  directors  and  improve  conditions  for  farmers 
of  Our  Community  co-ops.  everywhere. 

Two  Types  of  American  Business  Organizations 


A Non-Cooperative  Corporation 

1.  Is  a union  of  capital  as  an  in- 
vestment to  earn  a profit. 

2.  Control  by  the  individual  is  de- 
determined  by  the  number  of 
shares  he  holds. 


3.  Net  earnings  or  profits  are  the 
property  of  the  stockholders. 

4.  Earnings  are  divided  among  the 
shareholders  on  the  basis  of  the 
number  of  shares  held. 


5.  There  is  no  limit  to  the  amount 
paid  as  dividends  on  share 
capital. 

6.  The  selling  price  is  normally 
above  the  cost  price  and  the  sur- 
plus constitutes  a trading  profit. 


7.  Business  is  done  for  the  express 
purpose  of  realizing  the  trading 
profit  which  becomes  the  prop- 
erty of  the  stockholders. 


A Cooperative  Corporation 

1.  Is  a union  of  persons  to  supply 
themselves  with  goods  and  serv- 
ices at  cost. 

2.  A member  usually  has  one  vote 
and  no  more  regardless  of  the 
number  of  shares  he  holds.  In 
a few  cases,  voting  is  in  propor- 
tion to  patronage. 

3.  Savings  belong  to  the  members 
and  patrons. 

4.  Savings  (patronage  refunds)  are 
returned  to  patrons  in  proportion 
to  the  amount  of  business  trans- 
acted with  the  cooperative,  usu- 
ally after  a limited  return  on 
capital  is  paid. 

5.  Dividends  on  share  capital  are 
limited.  Some  cooperatives  pay 
none. 

6.  The  price  which  members  receive 
for  products  or  pay  for  goods  and 
services  at  the  time  the  trans- 
action is  made  is  usually  the 
market  price  or  cost,  plus  an  esti- 
mated operating  margin  includ- 
ing a safety  factor.  This  safety 
margin  represents  an  underpay- 
ment in  a marketing  cooperative 
or  an  overcharge  for  goods  and 
services. 

7.  Members  organize  and  conduct 
the  business  as  a mutual  service 
for  themselves  as  individuals  and 
not  for  the  benefit  of  the  coopera- 
tive as  a corporation. 


(^Adapted  from  *‘Brief  Course  of  Study  in  Agricultural  Cooperation** 
by  J.  K.  Stern,  The  Pennsylvania  State  College,  State  College,  Pa.) 


U.  S.  GOVERNMENT  PRINTING  OFFICE  : 1956  O - 395866 
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You  and  Your  Co-op  Series 


OTHER  circulars  in  this  series  are  available  from  the  Farmer  Coopera- 
tive Service,  U.  S.  Department  of  Agriculture,  Washington  25,  D.  C. 
The  series  includes: 

The  Story  of  Farmer  Cooperatives,  FCS  Educational  Circular  1.. 
Using  Your  Wool  Co-op,  FCS  Educational  Circular  2. 

Guide  for  Teaching  Farmer  Cooperation,  FCS  Educational  Cir- 
cular 3. 

Using  Your  Livestock  Co-op,  FCS  Educational  Circular  4. 
Financing  Farmer  Cooperatives,  FCS  Educational  Circular  5. 
Using  Your  Farm  Supply  Co-op,  FCS  Educational  Circular  6. 
Using  Your  Fruit  and  Vegetable  Co-op,  FCS  Educational  Cir- 
cular 7. 

Using  Your  Co-op  Elevator,  FCS  Educational  Circular  8. 

Using  Your  Poultry  and  Egg  Co-op,  FCS  Educational  Circular  9. 
Forming  Farmer  Cooperatives,  FCS  Educational  Circular  10. 

^ ^ Using  Your  Co-op  Gin,  Circular  E-9. 

Insuring  Through  Your  Farmers’  Mutual,  Circular  E-15. 
Managing  Farmers’  Cooperatives,  Circular  E-21. 

Merchandising  by  Farmers’  Cooperatives,  Circular  E-22. 

Three  Principles  of  Agricultural  Cooperation,  Circular  E-24. 
Using  a Local  Cooperative  as  Source  Material  for  Teaching,  Cir- 
cular E-25. 

Farmer  Cooperatives  in  Our  Community,  Circular  E-32. 

Future  Farmers  and  Cooperatives,  Circular  E-33. 

Sizing  Up  Your  Cooperative,  FCS  Educational  Circular  11. 

A copy  of  these  publications  may  he  obtained  upon  request  while  a 
supply  is  available  from  the 

Information  Division 

FARMER  COOPERATIVE  SERVICE 

U.  S.  DEPARTMENT  OF  AGRICULTURE 


WASHINGTON  25,  D.  C. 


